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CHAPTER 1 - MAYOR’S FOREWORD AND EXECUTIVE SUMMARY 


COMPONENT A: MAYOR’S FOREWORD 


1.1 MAYOR’S FOREWORD 
EXECUTIVE MAYOR’S FOREWORD 

It is with immense pleasure that I take this opportunity to thank all our stakeholders for the 
tremendous support shown to the Magareng Local Municipality. We are more than delighted 
to be working steadily towards building better communities and bringing effective changes in 
the lives of the people of Magareng. 

This Annual Report is steady and in compliance with what the law requires - as it is legislated 
in terms of Section 46 of the Local Government: Municipal Systems Act (No. 32 of 2000), 
together with Section 121 and 127(2) of the Local Government: Municipal Finance 
Management Act (No. 56 of 2003). Informed by this, in this annual report like the previous 
ones, as your servant and your agents for change, we strive for compliance with the law as 
we give a political overview into the activities of the Magareng Local Municipality as we 
pursue our legislative mandate. 

The Magareng Local Municipality has the responsibility to plan together with and coordinate 
our local municipality. We have to ensure that our five constituent wards share and comply 
with a very mandate you have given to us. Your mandate is clear and encourages us, your 
servants to build better communities and bringing about effective changes to your lives. 

To date, we have set our goals, guided by your mandate, to studying other best ways to 
serve better, effectively and efficiently. 

Among other developments, we are turning the area of Magareng, the place of opportunities. 
The people of Magareng witnessed another minimal economic boost which will serve as a 
catalyst to unlock the massive potential of the Vaal River the people of Magareng . This is 
one of the commitments that will make the region of Magareng to become the focus of key 
infrastructure investment as part of the mainstream economy. 

We pride ourselves for inspite of challenges to maintain and improve our position as the most 
improving Municipality in our District. 

The Magareng Local Municipality has important elements and leadership qualities to 
overcome these challenges in order to intensify its efforts to better the lives of its people. 
Having obtained 

mixed audits over a period of time speak volume about our seriousness in our work and our 
efforts to attract investment. 

This inspite of these challenges is a testimony to team-work which has positioned us to 
working together with our communities and stakeholders that nothing will stand in our way to 
move our municipality, the region of Magareng forward. As we in Magareng humbly 
embrace the achievements alluded to in this report, we also understand that the mammoth 
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task before us would not be easy. As thus we have over the years worked on strengthening 
our relationship with our communities and have always been ready to learn and adjust our 
plans to address the great task of making Magareng a better place to live in. 


CONCLUSION: 


We have publicly declared our challenges especially financial and gave an unequivocal 
commitment to turn around our situation. The complexity and degree of our challenges was 
clearly exemplified by the Auditor General Report (2012/2013) which was clearly an 
unacceptable state of affairs. 

Our challenges were crystal clear with all reports corroborating each other. Ours is then to 
implement all agreed strategies to drive the adopted Turnaround Strategy. We report that to 
date we are cash locked on all grant. 

Our focus is to give us a solid institutional foundation to give unfettered attention to our Core 
Mandate Provision of Access to Water and Sanitation to all our communities. We are 
cautiously optimistic that our stringent cost-cutting measures will pay serious dividends and 
we thank all our communities who have so unselfishly participated and assisted us. This 
support is priceless and we commit to work with you. 


ELIZABETH GAELEBALE MANOPOLE 
MAYOR / SPEAKER 
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COMPONENT B: MUNICIPAL MAN AGER’S OVERVIEW 

1.2 


Financial Viability 

The year under review was characterised by financial instabilty in the munipality onstensibly 
and a result that National Treasury instituted stringent measures to enforce compliance with 
the Division of Revenue Act. Magareng municipality has been defaulting over the last five 
years in spending conditional grants in accordance with the provisions of the Act. 

National Treasury used the pre-audited Annual Financial Statements for the year 2013/14 
and the Section 71 report fo the fourth quarter of that financial year to determine the amount 
that must be surrendered by the Municipality to the National Revenue Fund (NRF). In the 
case of Magareng, National Treasury concluded that the amout of R15.4m remained unspent 
and should be repaid to the National Revenue Fund. The unspent amount was in respect of 
the Municipal Infrastructure Grant (R8.5.m), Integrated National Electrification Programme 
(R5.9m) and Expanded Public Works Programme (Rlm). This amount was paid back to the 
NRF in three trenches from the Equitable Share with the last payment in July 2015. 

Flaving said that, it should be noted that the Equitable Share for the year under review was 
R32million and more than half of it was offset by Treasury, hampering the municipality in 
meeting its financial obligations. This resulted in default payments to our major creditors such 
as ESKOM, Vaalharts Water and adversely affected the abilty of the institution to honour 
statutory payments to SARS, Pension Schemes and Medical Aid schemes on time. The net 
effect is that the municipality incurred penalties that further exarcebated the problem 

Service Delivery Imperatives 

The primary responsibility to avoid, identify and resolve financial problems rests with the 
municipality itself in accordance with the prescripts of the Municipal Finance Management 
Act. It is against this background that the Accounting Officer notified the Mayor in writing 
during February 2015 in anticipation that the municipality would not be able to meet its 
service delivery objectives and to seek solutions. Council then resolved to notify the MEC for 
local government Alvin Botes to send a team to assess the seriousness of the problem. I can 
only deduce that some sort of consultation with the Mayor and Council by the MEC had 
taken place as I had not been in the office from 20 April 2015 until 30 November 2015 when 
my suspension was lifted by CCMA. A financial administrator was sent to the municipality in 
September 2015 whose terms of reference and credentials have not been provided nor 
ratified by Council. 

Leadership 

A municipality is only as good as the quality and integrity of its political leadership as well as 
the quality and technical ability of its management. The decorum and lines of reporting as 
well as structured way of communication are sadly absent in Magareng. This discourse has 
unfortunately led to blurred lines resulting in tacit interference and disharmony. Management 
is only as good as the support they receive from Council and in the absence of that the ship 
cannot be steered in the best interest of the people of Magareng. 

Politicians and senior managemen have a fiduciary responsibility to the community of 
Magareng and should account and act in the best interest of the municipality at all times, 
sadly this is not the case most of the time when decision are taken in Council. A case in point 
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is the criminal court case that the Public Order Police unit opened against workers who were 
involved in an unprotected strike that resulted in damages to municipal building and 
infratructure. The decision to interfere in the process has caused undue delays and the case 
has been referred to the Director Public Prosecutions for a recommendation. This can have 
dire consequences for innocent workers who were forced out of their workstations and might 
lead to further charges being preferred against Council. 

Governance 

The shared internai audit was not effective during the year under review as a result of 
structural challenges at the District. This negatively affected the Audit Committee’s execution 
of some of its duties and responsiblities. Community participation is an integral part of 
participative democracy and I fervently believe given the outcomes of the Audit Report that 
there is room for improvement. The King III principles of governance pontificate for an 
Executive that strenghens the arm of management even udner complicit siltuations, and 
therefore our resolve should be one that strengthens collective leadership. 

Compliance with Policies and Procedures 

The municipality’s Human Resource and Financial policies are outdated, do not comply with 
certain regulations and therefore should have been reviewed before the new financial year. 
This has resulted in numerous instances of non compliance which should be corrected 
during this financial year. 

Revenue 

The ability to collect projected revenue is a seriuos challenge with the municipality collecting 
under 40% of total billable income. This mainly due to the culture of non-payment in 
historically disadvantaged areas, ageing water and electrical infrasture, electrical bypasses 
sometimes with the assistance of municipal employees and distribution losses. 

Audit Outcome 

The municipality received a Disclaimer ostensibly as result of limitation of scope. This simply 
means that management and the Acting Accounting Officer at the time did not provide the 
auditors with evidence in support of the financial statements. This is despite the fact that the 
municipality had employed Chief Finance Officer and nothwithstanding that the financials 
were prepared by a service provider. Therefore the Auditors could not find appropriate audit 
evidence to express an opinion. The Audit Committee also could not express an opnion on 
the Annual Financial Statement due serious mistatements. 

CONCLUSION 

The year under review posed a lot of challenges for the municipality and the lessons learned 
will strengthen our resolve to work towards a democratic and accountable institution which 
puts people first. I would also like to take this opportunity to express our collective gratitude 
to Frances Baard Ditrict municipality fo the unwavering support, Council for its oversight, 
Team Magareng for the effort despitie the difficulties and sometimes differences and the 
Departmnent of Cooperative Governance, Human Settlements and Traditional Affairs for 
guidance as well as SALGA for invaluable advise. 


Mr. J.T.F. LEEUW 
MUNICIPAL MANAGER 
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1.3 MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 


1.3.1 Introduction 

In this Chapter it is evident that the Magareng Local Municipality has succeeded in 
enhancing the quality of life of all its citizens, through the improved delivery of basic services 
in all the areas. Working hand in glove with other service providers such as Eskom and 
Vaalharts Water, the Magareng Local Municipality has further reduced service delivery 
backlogs. The Council also provides other support services such as refuse removal, 
cemeteries, libraries, parks and sports facilities. 

The built environment is enhanced through the rapid service delivery by the Land use and 
the building control sections through reduced turnaround times in approving land use and 
building applications. 

The housing backlog has been identified and the Magareng Local Municipality has facilitated 
the initiation of new projects to reduce the housing backlogs. The housing projects should be 
visible towards the end of 2012in a phased approached. 

The key characteristics and implication of the municipality’s profile are summarized as 
foilows: 


DEMOGRAPHIC PROFILE - POPULATION SIZE AND ETHNIC COMPOSITION 

Magareng has a total population of 24 204 in 2011. This has showed a slight increase over 
the last five years. The following table gives a breakdown of the ethnic and gender 
composition of the municipal area. 

Table 7: Ethnic profile of Magareng Local Municipality, 2011 


Black 

19366 

Coloured 

3357 

Indian or Asian 

166 

White 

1240 

Other 

76 

Grand Total 

24204 


Source: Stats SA (Community survey, 2011) 

The total population of Magareng is 24 204 as per (Community survey 2011) while Census 
2011 indicates a decreased of 4.5 % over the 5-year period. This can be attributed to factors 
like the impact of HIV/AIDS and migration due to the lack of job opportunities within the 
municipal area itself. 
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The ethnic composition of the population of Magareng is dominated by the African population 
group which represents almost 78% of the total population of Magareng, followed by 20, 5% 
Coloured and 7% Whites. The rest is made up by other population groups (Stats SA, 
Census 2011). It is interesting to note that the ethnic profile changed somewhat from 2011 
in that the proportional share of the African population group decreased by almost 2% while 
the proportional share of the Coloured population showed an increase of almost 2%. The 
proportional share of the White population also showed an increase of 1,5%. 


AGE PROFILE 


0 - 4 

2690 

5 - 9 

2495 

10 - 14 

2417 

15 - 19 

2307 

20 - 24 

2323 

25 - 29 

1914 

30 - 34 

1706 

35 - 39 

1438 

40-44 

1274 

45 - 49 

1262 

50 - 54 

1118 

55 - 59 

1003 

60 - 64 

713 

65 - 69 

574 

70 - 74 

444 

75 - 79 

260 

80 - 84 

143 

85 and above 

122 

Grand Total 

24204 


DRAFT 2 


CHAPTER 2 


24 




The above profile shows a steady decline in the birth rate over the last couple of years whiie 
the peak birth rate was experienced some 10-14 years ago. Although the population of 
Magareng is still relatively young, the population has moved from a developing population 
pyramid to a more industrialized population pyramid. 

This indicates that recent development in the area has encouraged the introduction of family 
planning, which ieads to smaller family sizes while the impact of HIV/AIDS will also change 
the age profile of this area in future. Recent statistics revealed by the Department of Health 
indicated that HIV/AIDS prevalence in the Northern Cape with women attending antenatal 
clinics was the second lowest in the country. 

Although the latter indicates that the province is outperforming other provinces in reducing 
the impact of HIV/AIDS, this pandemic will still have an impact on the future population of the 
area. 

GENDER PROFILE 

Females are the majority gender group in Magareng. 59 % of the total population in the 
municipal area is female (Stats SA, Census 2011) and even in the community survey of 
2011. Depicted from the population pyramid above, it is clear that the females dominate in 
the older than 20years of age groups. This may be attributed to large numbers of migrant 
workers working elsewhere in the country, with only the females of the households staying 
behind. 


Male 

11732 

Female 

12473 

Grand Total 

24204 


HUMAN DEVELOPMENT PROFILE - 

HEALTH PROFILE 

It is extremely difficult to determine the level of human development of the municipal area 
due to a lack of accurate and recent information. There is currently no Human Development 
lndex for the area. The only information that is readily available is census data which does 
not reflect the health status of a community. 

Awareness Campaigns, such as Aids Awareness, Direct Observed Treatment Support 
(DOTS) and Protein Enrichment Malnutrition Scheme are in place to address these 
problems. The health services infrastructure profile is discussed later in this section. 

EDUCATION AND TRAINING PROFILE 


The figure overleaf gives a summary of the education levels in Magareng. It is alarming to 
note that 28% of persons aged 20 years and older has no formal education while 24% has 
some primary education (Stats SA, Census 2011). This indicates high levels of illiteracy in 
the area. 
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On the other hand, it is positive to see that 29% of people older than 20 years in this area 
has some form of secondary education qualification while 19% has a grade 12 qualifications. 
Only 5% of this portion of the population has a higher education qualification. 

If one compares the literacy rate of the municipal area with that of the district, it is again 
alarming to note that in the municipality is performing poorer than the average of the district. 
In the district only 21% of persons aged 20 years and older has no formal education while 
25% has some primary education. 39% of this segment of the population in the district had 
some secondary qualification while 18% completed Grade 12. 9% of this proportion of the 
population had some higher education qualification. This indicates the need to improve the 
standard and access to education in the municipal area in order to bring it on par with the 
rest of the district. 

According to Census 2011, almost 38% of children between the ages 5 and 24 did not attend 
school while 3,5% is attending Pre-School and 71% of the people falling within this age 
group is attending school. Only 1.3% of this proportion of the population is attending higher 
education training facilities. The high rate of non-attendance can be prescribed to the 
poverty level in the area, inaccessibility of some schools to communities while farming 
communities also experience difficulty in sending their children to school in towns 

SOCIAL DEVELOPMENT PROFILE 

SOCIAL GROUPS 

During workshops held with the IDP Representative forum, the following main social groups 
were identified: People with disabilities, aged, youth, unemployed, business, religious and 
farm workers. 

For each of these social groups an analysis was done using the Sustainable Livelihoods 
Framework. This information informs the priority issues identified and therefore the specific 
interest group needs are also addressed with the priority issues identified for Magareng. 

Although participants did not have access to scientifically researched data to inform the 
statistics presented in these tables, the information given by the participants gives a good 
indication of the perception that community members have around service delivery and 
access to services in these communities. The reader is therefore advised to interpret the 
data rather than quoting from it. 

Below are the strengths and weaknesses from the different social groups of Magareng that 
were identified during an IDP review workshop: 

The following is a summary of the desired outcomes and threats or vulnerabilities 
experienced by the individual social groups in Magareng: 

DESIRED OUTCOMES AND VULNERABILITIES IDENTIFIED IN MAGARENG FOR 

CERTAIN SOCIAL GROUPS 


Social Group 

Desired outcomes 

Threats (vulnerabilities) 

Disabled 

• Support groups 

• Awareness programmes 

• Unemployment 

• Lack of support services 
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Social Group 

Desired outcomes 

Threats (vulnerabilities) 


• ABET & Skills training 

• Access to buildings, pavements 

• Disabled toilets 

• Special transport locally and for 
attending special facilities 
elsewhere 

• Employment opportunities 

• Choices in housing subsidies 


Aged 

• ABET 

• Access to social services 

• Old age home/centre in 
Warrenvale 

• Safe and reliable transport 

• Food security 

• Retirement planning 

• Lack of income 

• Chronic illness 

• Social pensions insufficient 

• High cost of medical care 
and living 

Youth 

75% of the total 
population 

• 70% stay with families 

• Have access to a stadium, 
community hall, resort and 
tennis courts 

• Most have matric (80%) 

• Some have higher education - 
technikon and college 

• Most depend on family while 
others sell fruit and vegetables. 
Some youth earn a living 
through the running of sport 
clubs - fee per team or 
sponsorship 

• 20% Informal houses 

• Lack further education 
facilities 

• Have access to a Library - 
but not well equipped 

• No proper developed sport 
and recreation facilities 

• Have access to roads - but 
they are in a poor condition 

• Stress 

• Frustration 

• High pregnancy rate 

• High HIV/AIDS rate (42%) 

• High TB rate (35%) 

• Lack technological skills 

Farm workers 

• Some have brick houses 

• Most have access to water 

while some have electricity 

• Some have access to a 

cemetery 

• Most have access to 

agricultural land and livestock 

• Some have mud houses 

• Most have only a pit latrine 

• No clinic 

• No spaza shops 

• 30% are literate 

• High levels of TB 

Unemployed 

• Land 

• Some have matric while others 
have tertiary education 

• 30% are skilled 

• Roads - poor condition 

• Schools - not enough 

• Clinics - not adequate 

Business 

• Most have housing, electricity, 
water 

• Most have access to community 
halls, stadium, schools, library, 
infrastructure, churches, and 
municipal pay point and railway 

• Some experience high 
blood pressure 
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Social Group 

Desired outcomes 

Threats (vulnerabilities) 


station. 

• Most have grade 10 - 12 

• Most are in good health 



The strengths and weaknesses identified in the table above inform the desired outcomes, 
threats and opportunities for the different social groups of Magareng. The following is a 
summary of the desired outcomes and threats or vulnerabilities experienced by the individual 
social groups in Magareng: 


Desired outcomes and vulnerabilities identified in Maqarenq for certain social qroups 


Social Group 

Desired outcomes 

Threats (vulnerabilities) 

Disabled 

• Support groups 

• Awareness programmes 

• ABET & Skills training 

• Access to buildings, pavements 

• Disabled toilets 

• Special transport locally and for 
attending special facilities 
elsewhere 

• Unemployment 

• Lack of support services 

• Alcohol abuse 

Aged 

• ABET 

• Access to social services 

• Old age home 

• Safe and reliable transport 

• Food security 

• Retirement planning 

• Lack of income 

• Chronic illness 

• Social pensions insufficient 

• High cost of medical care 
and iiving 

Youth 

■ Access to job opportunities 

■ Food security 

■ Access to counselling services 

• Youth development 

programmes 

■ Development of multi-purpose 
centre 

■ Development of a rehabilitation 
centre 

■ Upgrading of roads 

• Recreation facilities & Parks 

■ Upgrading of existing sport 
fields 

■ Development of dumping 

collection points and elimination 
of illegal dumping 

■ ABET & Skills development 

■ Access to bursaries 

• HIV/AIDS 

• Child abuse 

• Domestic violence 

• Poverty 

• Unemployment 

• Alcohol and drug abuse 
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Social Group 

Desired outcomes 

Threats (vulnerabilities) 

Farm workers 

• Access to land 

• Retrenchment 

• Drought 

• Unemployment 

• HIV/AIDS 

. TB 

Unemployed 

• Food security 

• Jobs 

• Loan schemes 

Business 


• High unemployment 

• Lack of economic growth 

• Spatial locality 

• HIV/AIDS 

• Poor health 

Religious 

• Meeting of Ministers 

• Moral regeneration 

• Charity services 

• Church sites 

• HIV/AIDS 
. Poverty 
. Lack of funds 

HIV/AIDS 

• Traumacentre 

• Children support group 

• Awareness programme 



GENDER ISSUES 

Participants in the IDP Review workshops were also expected to identify gender issues. The 
following gives an overview of the vulnerabilities that was identified in these workshops: 


VULNERABILITIES PER GENDER GROUP FOR THE MAGARENG AREA 


Male 

Female 

HIV/AIDS 

HIV/AIDS is high amongst the youth 

Droughts 

Teenage pregnancy is high 

Economy 

Lack technological skills 

Unemployment 

Few has access to residential land or 
agricultural land 

Crime 

Need to participate in decision-making 

Poverty 

Lack freedom of speech 

Unfaithfulness in marriage 

Poverty 

Rape 

Ignorance 

Floods 

Prostitution 


Rape 
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Male 

Female 


Domestic violence 


Unemployment 


Poor economy 


ECONOMIC DEVELOPMENT PROFILE 


LOCAL ECONOMY 

• The Northern Cape Province is renowned for its diamond mining. The GDP 
contribution by the mining and quarrying sector of the economy was 21,4% in 2011 
while the finance, real estate and business services sector contributed 19,8% of the 
GDP of the province in 2011 . However, the contribution made by the mining and 
quarrying sector to the GDP of South Africa in 2011 was only 5,7%. (Stats SA, 2002). 
The Northern Cape Province has showed an increase in its contribution to the GDP of 
South Africa of 2,7% for 2011 , which is almost equal to the national average of 2,8%. 


• If one however analyse the local economy of Magareng, the contribution made by the 
mining and quarrying sector will be far less than that recorded for the rest of the 
province as most of the mining and quarrying activities falls outside the municipal 
area. Although there is no research that can support these conciusions drawn, 
participants in the IDP review workshops felt that agricultural sector was the 
predominant income base of the municipal area. This assumption is supported by the 
employment industry statistics which indicates that the agricultural sector is the 
largest employer in the municipal area, followed by the Social Services sector. One 
can therefore assume that the local economy is profoundly based on agriculture. 


LEVEL OF INCOME 

• The individual income of males and females in Magareng for 2011 is reflected in the 
figure. This figure indicates that females on average earn less than maies while the 
highest percentage of individuals in the municipal area only earn between R1 and 
R1080.00. This shows a clear gender discrepancy that exists in terms of ievels of 
income as well as high levels of poverty. 


• According to Census 2011 (Stats SA) almost 67% of individuals between the age 15 
and 65 earn less than R 1800 per month while 3% had no income at all. 


EMPLOYMENT 
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• An analysis of the employment distribution in the various economic sectors indicates 
that most of the people working in Magareng are employed in the agricultural sector. 
The social services sector followed by trade also one of the highest employers in the 
area. The following is a breakdown of the employment sectors: 


TABLE 1: EMPLOYMENT PER SECTOR OF THE ECONOMY 


Industry 

Employment distribution 

Farming 

26.99% 

Mining 

6.87% 

Manufacturing 

5.85% 

Utilities 

0.50% 

Construction 

2.80% 

Trade 

12.43% 

Transport 

4.37% 

Business 

4.46% 

Social Services 

17.59% 

Private 

Household 

0.00% 

Other 

13.40% 


If one compares the unemployment levels within the municipality, it is evident from the figure 
below that more females are unemployed or not economically active than men. 

According to Census 2011, 27, 8% of the total workforce is unemployed while 46, 7% is not 
economically active. This implies that only 25, 6% of the total workforce is employed. Again, 
this confirms the fact that poverty is high in the area. The figure overleaf indicates the 
occupation distribution in Magareng. 

41% of the total employed population work in elementary occupations while 10% practise 
craft and related trades. Technicians, clerks, services workers and plant and machine 
operators are all equally employed in the area. The professional base of the district again 
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confirms the fact that most of the people employed are within the agricuitural sector where 
elementary occupations are practiced. 

The fact that the Social Services and Trade sectors are also some of the highest employers 
in the area again confirms the high percentage of people skilled in the technical and clerical 
professions. 

LIVELIHOOD STRATEGIES 

The following tables indicate the various livelihood strategies identified during the IDP 
Process. The first table distinguish between those strategies practiced by males and 
females while the second table indicates the various strategies per social group. 


Livelihood strategies for males and females 


Male 

Female 

Crime 

Washing piece jobs 

Church services 

Selling vegetables 

Gambling (R7 - R25) 

Child support grant 

Selling drugs and alcohol 

Prostitution 

Fishing 

Depend on family and grants 

Pensions 

Cannot work because of child caring responsibilities 

Depend on family 

Domestic workers 

Hawking 

Professionals 

Mine, Farm workers and Self 
Employed 

Self employed (small businesses) 

Professionals and Business People 



Source: IDP Workshop 


Livelihood strategies per social group 
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Religious 

People with 
disabilities 

Aged 

Business 

Farm 

workers 

Youth 

Unemploye 

d 

• Hosting 
events 

• Selling 
food 

• Gospel 
shows 

• Offerings 

• Training 

• Pensions - 
R1060 per 
month 

• Depend on 
family 

• Depend on 
others to buy 
goods 

Pensions 
Depend 
on family 
Beg and 
steal 
Borrow 

• Budgeting 

• Savings 

• Salary 

• Small 
business 

• Farming 

• Robbery 

• Borrow 
money from 
loan 

institutions 

• Fraud - 

take out 

loans on 
pensioners’ 
names 

• Sell 
recycling 
material 

• Hawking 

• Prostitution 

Depend on 

family & 

government 
grant 


Source: IDPWorkshops 


It is alarming to note that community perceive crime to be a livelihood strategy for males and 
some of the social groups. Although the community agreed that crime was relatively low if 
compared to other areas in South Africa, they felt that petty crimes were on the increase as 
unemployment continues to be high. The levels of income indicated in these tables also 
correspond with the low levels of income confirmed by Census 2011 for the area. It is also 
interesting to note that many families depend on the social grant system as their only source 
of income. This confirms the plight of the aged to increase their pensions. 

ORGANISATIONAL DEVELOPMENT OVERVIEW 

The Municipal Systems Act, MSA 2000 S67, requires municipalities to develop and adopt 
appropriate systems and procedures to ensure fair ; efficient; effective; and transparent 
personnel administration in accordance with the Employment Equity Act 1998. In order to 
comply with the prescripts of the Municipal Systems Act No. 32 of 2000 the following 
strategic interventions, amongst others, have been invoked to ensure fair; efficient; effective; 
and transparent personnel administration: 

• Establishment of the Local Labour Forum (where Management and Organized 
Labour engage vigorously on matters relating to Conditions of Employment for 
employees), which is fully functional irrespective of the teething challenges, 
experienced. 

• Labour unrests were experienced during the year under review. Harmonious labour 
relations are being pursued to ensure productivity and motivated employees and 
stable workplace. 
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• A number of workforce policies that forms part of the Human Resources Strategy 
were compiled and reviewed during the period under review and are to be tabled for 
adoption by Council after the Council members are work shopped on the policies. 

The policies will provide Management with strategic decision making and meeting the 
organization’s strategic objectives. 

• The effective and efficient Human Resource Management and Development allowed 
us to identify and report on all HR matters, which could have an effect on financials, 
performance management and compliance with rules and regulations. Magareng 
Local Municipality has managed to become a Learning Organization with skills and 
capacity to earn us a clean audit due to our dedication and commitment to Human 
Resource Management and Human Resource Development. 


ORGANISATIONAL DEVELOPMENT PERFORIVIANCE 

All top senior executive management positions are filled, but one vacancy, i.e. a 
position of H.O.D.: Community Services the post could not be implemented ddue to 
financial and budgetary constraints. 

The overall turnover rate is influenced by the transitional measures in relation to the 
moratorium on filling of vacancies and wayward intentions of moving towards the 
municipality. 

Site visits on Occupational health and Safety were done to educate and make 
employees aware about Health and Safety measures in the workplace. The OHS 
Committee monitors all instances of injuries on duty and makes follow up on all 
Occupational Health and Safety incidents within the Municipality and submits reports 
on progress. 

A proper record is kept for all types of leave instances and an amount of time taken 
each year is recorded as per Human Resources Dashboard. 

The Workplace Skili Plan (WSP) for the year under review has been submitted after 
proper consultation all stakeholders within the Municipality. The WSP was populated 
based on the individual Personal Development Plans (PDP) of employees and 
training/development will be carried out on the basis of these. Most Senior Managers 
are currently attending the Competency Requirements course as determined by the 
Municipal Finance Management Act (MFMA). 

Challenges faced by the Municipality on Capacity Development are to some extent 
the unavailability or insufficient funds to finance developmental training and capacity 
building for career-pathing of employees within Municipality. 


KEY POLICY DEVELOPMENTS: 


This is based on Strategic alignment to the Provincial Growth and Development Strategy, 
and the IDP strategies included in the IDP especially with focus on impact and outcome 
achieved - bearing in mind that foreword provides details that should be included in the 
chapters to follow. 

STRATEGIC FOCUS AREAS 


The Vision and Mission are underpinned by the following strategic focus areas: 
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• Economic Growth and Development 

• Quality sustainable urban infrastructure and affordable services 

• Energy efficient and environmentally conscious 

• Effective, efficient and strategic public transport network 

• Integrated and sustainable human settlements 

• Health, social and community development 

• Safety and security for all; and 

• Efficient, effective, transparent and accountable local municipality 

• The strategic focus areas where formulated in line with the vision of the National 
Outcome 12 and Outcome 9. 


KEY SERVICE DELIVERY IMPROVEMENTS: 

Public Participation: 

• Ward Committees x 10 (all functional and meet regularly as per program) 

• Budget and IDP meetings in all the 5 Wards. 

• Meeting with relevant stakeholders and affected groups (e.g. business, 
community organisations, etc.). 

• Inputs meetings throughout all department and various committees of Council. 

1.3 SERVICE DELIVERY OVERVIEW 

Access to Household and Community Services: 

Households 


• The number of households is indicates the level of service provision within the 
municipality. 

• Magareng Local Municipality provide services at household level rather than 
individual level. The census 2011 results indicates that the % of households in 
the municipality grew by 2.7% from 20000 in 2001 to 24000 in 2011. The 
number of households in Magareng Local Municipality is presented in Figure 
below. 

• The average household size has increase from 2.99 in 2001 and is now 3,37 
persons per household according to the 2011 census 
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Service deliverv backloq 

• The constitution states explicitly that all municipalities must “ensure the 
provision of services to communities in a sustainable manner” and in particular 
must structure and manage their “administration and budgeting and planning 
processes to give priority to the basic needs of the community. The community 
needs include water, sanitation, electricity, waste removal and community 
roads and storm water drainages. 

• The municipality needs to offer these services at least at basic level though 
they have discretion to deliver at higher levels. In terms of on-going service 
operations, a basic level typically means 50 kilowatt (kWh) of electricity per 
household, 6 kilolitres (kl) of water per households per month and weekly 
refuse removal. 

Access to water 

The provision of water to households in Magareng increased between 1996 and 2001 
from 84% to 85% and there was a decrease between 2001 and 2011 (from 85% to 78). 
This could be attributed to the increase in the population. 

Access to sanitation 

Access to flushable toilet connected to a sewage system increased between 1996 and 
2001 from 52.8 % to 68.4 while it decreased from 68.4% to 68. % between 2001 and 
2011. This could be due to the new demarcation which added new informal 
settlements into the municipal boundaries. 

Access to electricitv 

Access to electricity for lighting, cooking and heating is an important indicator of 
provision of one of the key resources in households. The provision of electricity in 
Magareng has been increasing since 1996 to 2011. The percentage of households that 
have access to electricity for lighting in the municipality in 2011 was at 78.38. 
Freguencv of refuse removal 

Provision of refuse removal is an important community based service within the 
municipality. The provision of refuse removal within the municipality continues to 
increase. About 67.6% of households have refuse removed by the local municipality at 
least once a week based on the 2011 census. 

Access to Roads and Storm water 


The municipality currently has 120km of surfaced roads and 176 of gravel roads. Most 
formalised areas have surfaced roads while the rural unformalised areas have gravel 
roads. The surfacing of gravel roads will commence once the process of formalisation 
has been completed. 

Dwellinci type 
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The type of dwelling where a householder resides is directly linked to the wellbeing of 
the household members. There is evidence that suggests that children under age 5 
who reside in dwellings that have poor flooring, walls and roofing have higher 
prevalence of negative developmental outcomes. They have higher mortality during 
childhood and lower school attendance. This is also because dwellings with poor 
building structures are often poor and have no access to other basic services such as 
safe water and sanitation. 


According the 2011 census, about 15 135 households are formal dwellings such as 
houses. Informal dwelling (shack; not in backyard; e.g. in an informal/squatter 
settlement or on a farm) remain a challenge in the municipality. This is due to the fact 
that communities do not demolish their informal structures upon the receival of RDPs; 
they rent them out or continue using them. 

There is also high densification by means of informal dwellings (shacks in backyards) 
in Magareng Local that put a strain on municipal services. 

Ownership 

In Magareng Local there was a decrease in householders that fully own the dwellings 
they inhabit however there was an increase between 2001 and 2011. This increase in 
home ownership could be attributed to an increase in social grants and housing 
subsidies, improved access to RDPs, free basic electricity and water) 

Indiqent support 

There were about 2338 registered indigents in the municipality for the 2013/14 
financial year and for the 2014/15 financial there are 2330 registered indigents. They 
receive free basic services. 

Category Description 

Electricity Indigents qualify for 50 kWh free electricity 

Water Indigents qualify for 6kl of water per month 

Refuse Free 

Sewerage Free 

1.4 FINANCIAL HEALTH OVERVIEW 

Magareng Local Municipality is a developing and growing Municipality striving for 
service delivery excellence. Therefore many challenges are faced with regards to 
Financial Planning and are ever changing due to the dynamic setting of Local 
Government. 


The priority for the Municipality, from the financial perspective is to ensure viability 
and sustainability of the Municipality. The Multi-Year Financial Plan and related 
strategies will address a number of key areas in order to achieve this priority. These 
strategies are detailed below: 

Revenue Enhancement Strategy 

Asset Management Strategy: Financial Management Strategies: 

Operational Financing Strategies: 

Capital Funding Strategies: 

Cost-Effective Strategy: 
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The South African economy is slowly recovering from the economic downturn and it 
will still take some time for municipal revenues to increase through local economic 
growth. Consequently cash flows are expected to remain under pressure for the 
2015/2016 financial year and a conservative approach must be followed to project 
expected revenues and cash receipts. 

Consumer Debtors 


• The outstanding consumer debt was still negative, indicating that the 
Municipality takes on average 120 days to collect outstanding debt. This high 
turnover has serious implications specifically for the cash flow of the 
Municipality. The performance of the debt collection strategy has not yielded 
the desired effects in reducing the outstanding debtors hence the beefing up of 
the debt collection unit with extra officials is very critical. 

• The Municipality needs to sign a robust performance agreement with the 
collection unit that will see the enhancement of the collection of revenue. 

• The credit control policy and the actions taken in terms of the policy have to be 
adhered to, to ensure that a collection rate of 90% is being achieved by the 
municipality in forthcoming financial years. 

• The municipality need to restructure the debt collection unit in order to improve 
performance on debt collection. 

Conclusion 

• The continued improvement and development of an effective financial planning 
process aids the actualization of fulfilling its facilitating role to capacitate the 
community to build a prosperous future for all. 

• The financial planning imperatives contribute to ensuring that the Municipality 
remains financially viable and that municipal services are provided 
economically to all communities. 

• The Multi-year Financial Plan contains realistic and credible revenue and 
expenditure forecasts which should provide a sound basis for improved 
financial management and institutional development as well as service delivery 
improvements and implementation. The strategy towards cash backing will 
certainly ensure the sustainability of the Municipality over the medium-to long- 
term 


1.5 ORGANIZATIONAL DEVELOPMENT OVERVIEW 

Performance Manaqement Svstems 

The Municipal Manager and all Section 57 employees had performance agreement in place, 
which forms the basis of their performance reviews. 
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The municipality does not have a Performance Managements Systems Task Team in place, 
however the. Municipality’s External Audit Committee is responsible for the auditing of all 
reporting scorecards of all departments. 

The financial year under review also saw the Municipality implementing minimum 
Competency requirements as in line with the Municipal Regulations on Minimum 
Competency Requirements (Gazette No. 29967 of 15 June 2007). These Regulations 
prescribe minimum competency requirements for senior officials as well as municipai finance 
officials and supply chain managers. 

Municipalitv’s Initiative - Emplovment Issues 

The impetus that informs the drive for a developmental state that promotes growth and 
development centres on the capacity of the municipality to effectively discharge its 
responsibilities. 


Emplovment Eguitv 

In accordance with the Employment Equity Act (No. 55 of 1998), Magareng Local 
Municipality developed and implemented the Employment Equity Plan as required by the 
said Act. 

The purpose of the policy is to state the broad principles of employment equity to which the 
Magareng Local Municipality is committed and, to describe in general how the Municipality 
seeks to realise these principles. 
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SECTION B: WORKFORCE PROFILE AND CORE & SUPPORT FUNCTIONS 


1. WORKFORCE PROFILE 

1.1 Please report the total number of employees (including employees with disabilities) in 
each of the following occupational levels: Note: A=Africans, C=Coloureds, l=lndians 
and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign 

Nationals 

Total 


A 

C 

1 

W 

A 

C 

1 

W 

Male 

Female 
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Top management 

2 

2 


1 

4 






9 

Senior 

management 

9 



2 

4 

1 


1 



17 

Professionally 
qualified and 

experienced 
specialists and mid- 
management 

1 




1 






2 

Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

8 

1 


1 

1 






11 

Semi-skilled and 

discretionary 
decision making 

14 

3 



2.0 

5 


3 



45 

Unskilled and 

defined decision 

making 

64 

2 



9 

2 





77 

TOTAL 

PERMANENT 












Temporary 

employees 

1 




7 

2 





10 

GRAND TOTAL 

96 

7 


4 

42 

10 


4 



163 
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Report the total number of employees with disabilities only in each of the following 
occupational levels: Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

Top management 












Senior 

management 












Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 












Semi-skilled and 

discretionary 
decision making 

2 










2 

Unskilled and 

defined decision 

making 

2 










2 

TOTAL 

PERMANENT 












Temporary 

employees 
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GRAND TOTAL 

4 










4 


Core Operation Functions and Support Functions by Occupational Level 


A job could either be a Core operation function or a Support function. Core operation 
Function positions are those that directly relate to the core business of an organization and 
may lead to revenue generation e.g. sales production, etc. Support Function positions 
provide infrastructure and other enabling conditions for revenue generation e.g. human 
resources corporate services etc. 


Please indicate the total number of employees (including people with disabilities), that are 
involved in Core Operation Function positions at each level in your organization only. 
Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

W 

A 

C 

1 

w 

Male 

Female 

Top management 

2 

2 


1 

4 






9 

Senior 

management 

10 



2 

4 

1 





17 
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Professionally 
qualified and 

experienced 
specialists and mid- 
management 

1 




1 






2 

Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 












Semi-skilled and 

discretionary 
decision making 












Unskilled and 

defined decision 

making 












TOTAL 

PERMANENT 












Temporary 

employees 












GRAND TOTAL 

13 

2 


3 

9 

1 





28 


Please indicate the total number of employees (including people with disabilities), that 
are involved in Support Function positions at each level in your organization. Note: 
A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 


A 

C 

1 

W 

A 

C 

1 

W 

Male 

Female 
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Top management 












Senior 

management 












Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

8 

1 


1 

1 






11 

Semi-skilled and 

discretionary 
decision making 

14 

3 



20 

5 


3 



45 

Unskilied and 

defined decision 

making 

64 

2 



9 

2 





77 

TOTAL 

PERMANENT 












Temporary 

employees 

1 




7 

2 





10 

GRAND TOTAL 

87 

6 


1 

37 

9 


3 



143 
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SECTION C: WORKFORCE MOVEMENT 


Recruitment 

Please report the total number of new recruits, including people with disabilities. Note: 
A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

W 

A 

C 

1 

W 

Male 

Female 

Top management 












Senior 

management 












Professionaily 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

2 

1 









3 

Semi-skilled and 

discretionary 
decision making 

3 




4 






7 

Unskilled and 

defined decision 

making 

8 

2 



1 

2 





13 

TOTAL 

PERMANENT 












Temporary 

employees 

2 




1 






3 
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GRAND TOTAL 

15 

3 



6 

2 





26 


Promotion 


Please report the total number of promotions into each occupational level, including people 
with disabilities. Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

Top management 












Senior 

management 

3 




1 






4 
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Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 












Semi-skilled and 

discretionary 
decision making 

3 




1 

2 





6 

Unskilled and 

defined decision 

making 












TOTAL 

PERMANENT 












Temporary 

employees 












GRAND TOTAL 

6 




2 

2 





10 
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Termination 


Please report the total number of terminations in each occupational level, including 
people with disabilities. Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign 

Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

Top management 












Senior 

management 





1 






1 

Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

2 

1 









3 

Semi-skilled and 

discretionary 
decision making 












Unskilled and 

defined decision 

making 

7 










7 

TOTAL 

PERMANENT 












Temporary 

employees 
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GRAND TOTAL 

9 

1 



1 






11 


Please report the total number of terminations, including people with disabilities, in 
each termination category below. Note: A=Africans, C=Coloureds, l=lndians and 
W=Whites 


Terminations 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

Resignation 

2 

1 



1 






4 

Non-renewal of 

contract 
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retrenchment - 

Operational 

requirements 












Dismissal 

misconduct 












Dismissal 

incapacity 

1 










l 

Retirement 

4 








% 


4 

Death 

3 






JÊÊgm 




3 

TOTAL 

10 

1 



1 






12 
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SECTION D: SKILLS DEVELOPMENT 


2. Skills Development 

6.1 Please report the total number of people from the designated groups, including people 
with disabilities, who received training solely for the purpose of achieving the 
numerical goals, and not the number of training courses attended by individuals. 
Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 

Male 

Female 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Top management 










Senior 

management 

1 



1 

1 




3 

Professionally 
qualified and 

experienced 
specialists and mid- 
management 

1 




1 




2 

Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

1 








1 

Semi-skilled and 

discretionary 
decision making 


1 



6 

1 



8 

Unskilled and 

defined decision 

making 

4 




1 




5 

TOTAL 

PERMANENT 










Temporary 





2 

1 



3 
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employees 










GRAND TOTAL 

7 

1 


1 

11 

2 



22 


6.2 Please report the total number of people with disatail ities only who received training 
solely for the purpose of achieving the numerical goals, and not the number of 
training courses attended by individuals. Note: A=Africans, C=Coloureds, l=lndians 
and W=Whites 


Occupational 

Levels 

Male 

Female 

Total 

A 

C 

1 

W 

A 

C 

1 

W 

Top management 










Senior 

management 











DRAFT 2 


CHAPTER 2 


53 


Professionally 
qualified and 

experienced 
specialists and mid- 
management 










Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 










Semi-skilled and 

discretionary 
decision making 









Unskilled and 

defined decision 

making 










TOTAL 

PERMANENT 










Temporary 

employees 










GRAND TOTAL 
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SECTION E: NUMERICAL GOALS & TARGETS 


Numerical goals 

Please indicate the numerical goals (i.e. the workforce profile) you project to achieve for 
the total number of employees, including people with disabilities, at the end of your 
current employment equity plan in terms of occupational levels. Note: A=Africans, 
C=Coloureds, l=lndians and W=Whites: 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

W 

A 

C 

1 

w 

Male 

Female 

Top management 












Senior 

management 


1 

1 


1 



1 



4 

Professionally 
qualified and 

experienced 
specialists and mid- 
management 

1 



1 

1 



2 



5 

Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 

1 

1 


1 

1 






4 

Semi-skilled and 

discretionary 
decision making 

1 






1 




2 

Unskilled and 

defined decision 

making 

8 

5 



4 



3 



20 

TOTAL 

PERMANENT 
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Temporary 

employees 












GRAND TOTAL 

11 

7 

1 

2 

7 


1 

6 



35 


Please indicate the numerical goals (i.e. the workforce profile) you project to achieve for 
the total number of employees with disabilities only at the end of your current 
employment equity plan in terms of occupational levels. 


lccupational 

.evels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

'op management 












>enior 

nanagement 












Tofessionally 
qualified and 

^Kperienced 
pecialists and mid- 
lanagement 












Jkilled technical 

Lnd academically 
lualified workers, 
jnior management, 
upervisors, 
oremen, and 

uperintendents 












>emi-skilled and 

1 scretionary 
decision making 





1 



1 



2 

Jnskilled and 

lefined decision 

naking 












'OTAL 
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’ERMANENT 












'emporary 

imployees 












GRAND TOTAL 





1 



1 



2 


Numerical targets 

Please indicate the numerical targets (i.e. the workforce profile) you project to achieve for 
the total number of employees, including people with disabilities, at the end of the next 
reporting in terms of occupational levels. Note: A=Africans, C=Coloureds, l=lndians and 
W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

w 

Male 

Female 

Top management 












Senior 

management 

1 










1 
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Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 












Semi-skilled and 

discretionary 
decision making 




2 


2 





4 

Unskilled and 

defined decision 

making 












TOTAL 

PERMANENT 












Temporary 

employees 


2 


1 

1 

2 





6 

GRAND TOTAL 

1 

2 


3 

1 

4 





11 
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Please indicate the numerical targets (i.e. the workforce profile) you project to achieve 
for the total number of employees with disabilities only at the end of the next reporting 
period in terms of occupational levels. Note: A=Africans, C=Coloureds, l=lndians and 
W=Whites 


Occupational 

Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

W 

Male 

Female 

Top management 












Senior 

management 









. 



Professionally 
qualified and 

experienced 
specialists and mid- 
management 












Skilled technical 

and academically 
qualified workers, 
junior management, 
supervisors, 
foremen, and 

superintendents 












Semi-skilled and 

discretionary 
decision making 

1 







1 




2 

Unskilled and 

defined decision 

making 












TOTAL 

PERMANENT 












Temporary 

employees 

1 






1 




2 

GRAND TOTAL 

2 






2 




4 
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Disciplinary Action 

Disciplinary action: (report the total number of disciplinary actions during the twelve 
months preceding this report). Report on formal outcomes only. Note: A=Africans, 
C=Coloureds, l=lndians and W=Whites 


DISCIPLINARY 

ACTION 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

c 

1 

w 

Male 

Female 

3 

0 

0 

0 

0 

0 

0 

0 

0 

0 

3 


Barriers and affirmative action measures 

Please indicate in which categories of employment policy or practice barriers to 
employment equity were identified. If your answer is ‘Yes’ to barriers in any of the 
categories, please indicate whether you have developed affirmative action measures 
and the timeframes to overcome them. 


Categories 

BARRIER 

S 

AFFIRMATIVE 

ACTION 

MEASURES 

TIMEFRAME FOR 

IMPLEMENTION OF AA 

MEASURES 

YE 

S 

NO 

YES 

NO 

START 

DATE 

END 

DATE 

Recruitment procedures 


X 





Advertising positions 


X 





Selection criteria 


X 





Appointments 


X 





Job classification and grading 


X 





Remuneration and benefits 


X 





Terms & conditions of 
employment 


X 





Job assignments 


X 





Work environment and facilities 

X 






Training and development 

X 






Performance and evaluation 

X 






Promotions 


X 
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Transfers 


X 





Succession & experience 
planning 


X 





Disciplinary measures 


X 





Dismissals 


X 





Retention of designated groups 


X 





Corporate culture 


X 





Reasonable accommodation 


X 





FIIV&AIDS prevention and 
wellness programmes 


X 





Appointed senior manage(s) to 
manage EE implementation 


X 



? | 


Budget allocation in support of 
employment equity goals 


X 





Time off for employment equity 
consultative committee to meet 


X 






CHAPTER 2 - GOVERNANCE 


COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 


2.1 POLITICAL GOVERNANCE 


GOVERNANCE 

INTRODUCTION TO GOVERNANCE 

The Magareng Local Municipality has an effective governance structures, both political and 
administrative. 

Council is led by the Mayor who acts again as the Speaker, with the support of the efficient 
Councillors. 

Magareng LM has established all Committees and sub-committees to enhance all its 
governance structures, such committees operate with clearly defined roles and 
responsibilities. For instance, the Section 79 and 80 Committees are set up to deal with 
oversight roles, and to provide advisory role to MLM Council. MLM Council convenes 
without fail on quarterly basis. MLM has appointed a highly competent and capable 
administrative leadership led bythe Municipal Manager. 

Administrative wing of governance consists of the Municipal Manger, Chief Finance Officer, 
Flead: Corporate Services and Flead Technical Services. These members constitute a 
Management Committee (MANCO) which sits on weekly basis to address both strategic and 
operational issues. The second layer of Management comprises of all line Managers in the 
Municipality. 
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MLM has an active Inter-Governmental Relations functions, which is shared across the 
entire organization. There are constant engagements with ail intra and inter-stakeholders, 
thus to ascertain that information and updates are communicated on continuous basis. 
External stakeholders include all spheres of government, and established entities like the 
office of the Auditor General. 

Corporate governance is one central focus that distinguishes MLM. The Municipality has 
established 

important Committees to encourage compliance with all legislation and enhance ethical 
consideration by all its 
employees and Counciliors. 

The Risk Component guides to identify ail risk and oversee processes to managing such. All 
Supply Chain Management Bid Committees are set and operational, i.e. Specification 
Committee, Evaluation Committee and Adjudication Committee. A shared service Audit 
Committee between the District Municipality of Frances is also established and held its 
meeting on quarteriy basis, and as the situation so warrant, they held Special Meetings. This 
Committee deals with all audits of the municipality, performance issues, risk management, 
and provide advice and reports to MLM Council. 

The municipality ensures constant communication with its stakeholders by continuously 
uploading information 

on its website. Such information is related to general information, financial and performance, 
and some matters 

on service delivery in the Municipality. 

The local sphere of government consists of Municipalities, which must be established for the 
whole of the 

territory of the Republic. Relationship of all structures of government is regulated by the 
Constitution of the 

Republic of South Africa and relevant legislation governing local government, namely: 

• The Constitution of the Republic, 118 of 1995; 

• White Paper on Local Government; 

• The Local Government: Municipal Structures Act, 117 of 1998; 

• The Local Government: Municipal Systems Act, 32 of 2000; 

• The Local Government: Municipal Finance Management Act, 56 of 2003; 

• The Local Government: Municipal Electoral Act, 27 of 2000; 

• The Local Government: Municipal Demarcation Act, 27 of 1998; 

• The Local Government: Municipal Property Rates Act, 6 of 2004; 

• The Local Government: Municipal Finance Management Act, 56 of 2003; 

• A Municipality has the right to govern, on its own initiatives, the local government 
affairs of its community subject to national and provincial legislation, as provided for 
in the Constitution. Magareng is governed by Political and Administrative arm. 


POLITICAL ARM OF THE MUNICIPALITY 


The Political Arm consists of 09 Public elected representatives (Councillors) The elected 
pubiic representatives 
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represent the view of their political party in Council. The Council is made up of three political 
parties namely, 

the African National Congress, Democratic Alliance (DA) and Congress of the People 
(COPE). 

The Legislative Arm in Council is led by the Speaker of Council who presides as the chair in 
Council Sittings since the Municipality is a plenary system. 

The Mayor and Councillors embarked on a quarterly sessions with communities in an effort 
to ensure the monitoring of the management of the Municipality's administration in 
accordance with the directions of the 

Council and ensure that regard is given to the public views and report on the effect of 
consultation on the 
decisions of the Council. 

This program is supported by spontaneous unannounced visits to service delivery points 
within the area of jurisdiction of the Municipality. 

Councillors are also appointed to serve in various committees of Council: 

• Municipal Public Accounts Committee; 

• Section 80 Committees; 

• The Municipality has also established Section 79/Oversight Committee, comprised of: 

o Municipal Public Accounts Committee (MPAC) 

This Committee exercises oversight responsibilities over the executive obligations of 
Council. It also assists Council to hold the executive and municipal entities to 
account, and to ensure the economic, efficient and effective use of municipal 
resources. 

By doing so the Committee helps to enhance the public awareness on financial and 
performance issues of Council and its entities, where applicable. 

All Section 80 Committees are established, chaired by relevant Councillor, and fully 
operational. 


POLITICAL STRUCTURE 

FUNCTION 

Recommends to the municipal council strategies, programmes and services to address 
priority needs 

through the IDP, and the estimates of revenue and expenditure, taking into account any 
applicable national and provincial development plans. 

MAYOR / SPEAKER 


Cllr. Elizabeth Gaelebale Manopole 

SPEAKER 


Cllr. Elizabeth Gaelebale Manopole 

Chairs Council meetings, and advice on major legislative compliance issues.. 
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COUNCILLORS 


Cllr. E.M. Hans Corporate Services Chair; 

Cllr. B.V. Ximba MPAC Chair (Technical Services and Frances District 

Municipality) 

Cllr. E.G. Manopole 
Cllr. K.A. Zalisa 

Cllr. O.M. Majola MPAC Chair 

Cllr. R. M. Moleko Budget and Treasury 

Cllr. O.M. Majoro Training Committee 

Cllr. W.J. Potgieter 
Cllr. J. Louw 


COUNCILLORS 

The Magareng Local Municipality (MLM) consists of directly elected proportional 
representatives. In this current term MLM consists of 09 councilors elected as follows: 04 
Proportional Representatives (PR Councillors) and 05 Councillors. 

Political Parties Representation in Council is as follows: 

African National Congress; 

Democratic Alliance; 

Congress of the People; 

POLITICAL DECISION-TAKING 

The Administration develops report based on requests from Councillors, 
communities, individuals, and various stakeholders. These reports are then submitted 
firstly to various committees of the Council such as the committees established under 
Section 80 of the Local Government: Municipal Structures Act, 1998 (as amended). 
These Committees after extensive consideration of the reports recommended to 
Council for final decision (resolution). 

It sometimes happens that Councillors submit motions for consideration by full 
Council. 
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2.2 ADMINISTRATIVE GOVERNANCE 

2.2.1 Introduction to Administrative Governance 

INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 


The administrative arm of the Municipality is headed by the Municipal Manager as the 
Accounting Officer. The Accounting Officer in fulfilling his responsibilities is assisted 
by 03 Senior Managers directly accounting to the position of the Municipal Manager. 
In order to assure alignment of duties of administration and political management 
team, 

MUNICIPAL MANAGER 
MR JTF Leeuw 


HEAD: CORPORATE SERVICES 
MRS DC Lentsoe 

HEAD: TECHNICAL SERVICES 
MR ML Mokoena 

CHIEF FINANCE OFFICER 
MR OM Phasha 


The Leqislative function of Council 

The legislative (and oversight) function of the Council is vested within the full Council with the 
Speaker as its Chairperson. The passing of by-laws, policies on functions retained by 
Council and frameworks within which delegated powers must be exercised, remain the 
function of the full Council except where certain express delegations have been made in this 
regard. 

The Speaker is also responsible for matters pertaining to Councillors, Ward Committees etc. 

THE SECTION 79: MUNICIPAL PUBLIC ACCOUNTS AND OVERSIGHT COMMITTEE 

(MPAC) 

In assisting the Council with its oversight function a Section 79 Municipal Public Accounts 
and Oversight Committee (MPAC) was established with specific terms of reference. 

POWERS OF AND DELEGATIONS TO EXECUTIVE MAYOR: 


The work of the Council is coordinated by the Mayor who is elected by the Council. The 
Mayor is at the centre of the system of governance and besides the powers and functions 
accorded to and imposed on him in terms of legislation (e.g. the Municipal Systems Act, 
Municipal Finance Management Act, etc.), The Mayor has an overarching strategic and 
political responsibility. 

The executive function of the Council is delegated to the Mayor as the appointed head of the 
executive function in-so-far as the Constitution and practicalities allow. The Mayor is also 
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the first citizen of the Town and attends to ceremonial duties. 

The Executive Mayor is assisted by Councillors who serve in the various Section 79 
Committee of Council. The Committees consist of councillors appointed by the Mayor to 
serve on these Committees. The Mayor together with the Committees also oversee the work 
of the administrative arm. Each member of the Committee has a portfolio with specific 
functions. 

SPECIFIC PROGRAMMES 


Certain projects are championed by the political offices directly. Examples are the public 
participation processes to engage the residents in formal structures (e.g. Ward Committees, 
etc.) and less formal personal interaction (public meetings, discussions with interest groups, 
etc.). 

POLITICAL DECISIOIM-TAKING 

Political decisions are taken in a formal meeting where all participating political parties in 
Council have equal opportunity to deliberate the items as per agenda where-after a 
resolution is adopted. 


COMPONENT B: INTERGOVERNMENTAL RELATIONS 

INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND INTERGOVERNMENTAL 

RELATIONS 

The Magareng Local Municipality does not have a functional structures to undertake its 
objectives on Inter- 

Governmental Relations The activities on Inter-Governmental however exist in the 
Municipality towards both the District, Provincial and National on and as and when. 

INTERGOVERNMENTAL RELATIONS 

NATIONAL INTERGOVERNMENTAL STRUCTURES 

The Magareng Local Municipality actively participates in various key forums at a national 
level. The key ones 

are the South African Local Government Association (SALGA) and the National Anti - Fraud 
& Corruption IGR 

Forum. These platforms are responsible for policy development and reviews. 

Participation at this level enables the Municipality to expand and further build its strategic 
networks, with further 

impact positively in terms of acquisition of best models for the benefit communities within 
Magareng . Such 

learning attained from such forums assist the Municipality during its policies and procedures 
undertaken mainly 
on annual basis. 
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PROVINCIAL INTERGOVERNMENTAL STRUCTURE 


MLM also participates in various structures at Provincial level, namely the Premier 
Intergovernmental, District Mayoral Committee Forum and SALGA Working Groups & 
Functional Areas. MLM is fully represented. Their participation and continuous feedback 
keep the municipality informed of current issues related to amendments in legislation and 
new developments in municipal management and strategies. 

RELATIONSHIPS WITH MUNICIPAL ENTITIES 


The Magareng Local Municipality has no entities. 


DISTRICT INTERGOVERNMENTAL STRUCTURES 

MLM in consultation with all other Local Municipalities in the District area has set up relevant 
IGR forums to advance cooperation and consultation towards coordinated development and 
advancement of the region. These structures meet on monthly, quarterly and bi - annuai 
basis. These forums advocate synergy in the municipality, thus curb duplications and 
possible waste of time and public resources. Various Forums like the CFOs Forum, 
Municipal Manager’s Forum, District Communication Forum, IDP Steering Committee, 
District IT Forum, and many more. These structures advance district-wide delivery of desired 
services towards realization 
of the growth and development strategy. 
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COMPONENT B: INTERGOVERNMENTAL RELATIONS 


2.3 INTERGOVERNMENTAL RELATIONS 

2.3.1 National Intergovernmental Structures 

INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND INTERGOVERNMENTAL 

RELATIONS 


The Magareng Local Municipality does not have a functional structures to undertake its objectives on Inter - 

Governmental Relations The activities on Inter-Governmental however exist in the Municipality towards both the District, Provincial and 
National on and as and when. 

INTERGOVERNMENTAL RELATIONS 

NATIONAL INTERGOVERNMENTAL STRUCTURES 


The Magareng Local Municipality actively participates in various key forums at a national level. The key ones 
are the South African Local Government Association (SALGA) and the National Anti - Fraud & Corruption IGR 
Forum. These platforms are responsible for policy development and reviews. 

Participation at this level enables the Municipality to expand and further build its strategic networks, with further 
impact positively in terms of acquisition of best models for the benefit communities within Magareng . Such 
learning attained from such forums assist the Municipality during its policies and procedures undertaken mainly 
on annual basis. 

PROVINCIAL INTERGOVERNMENTAL STRUCTURE 

MLM also participates in various structures at Provincial level, namely the Premier Intergovernmental, District Mayoral Committee Forum 
and SALGA Working Groups & Functional Areas. MLM is fully represented. Their participation and continuous feedback keep the 
municipality informed of current issues related to amendments in legislation and new developments in municipal management and 
strategies. 
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RELATIONSHIPS WITH MUNICIPAL ENTITIES 


The Magareng Local Municipality has no entities. 

DISTRICT INTERGOVERNMENTAL STRUCTURES 


MLM in consultation with all other Local Municipalities in the District area has set up relevant IGR forums to advance cooperation and 
consultation towards coordinated development and advancement of the region. These structures meet on monthly, quarterly and bi - annual 
basis. These forums advocate synergy in the municipality, thus curb duplications and possible waste of time and public resources. Various 
Forums like the CFOs Forum, Municipal Manager’s Forum, District Communication Forum, IDP Steering Committee, District IT Forum, and 
many more. These structures advance district-wide delivery of desired services towards realization 
of the growth and development strategy. 

COMPONENT C : PUBLIC PARTICIPATION AND ACCOUNTABILITY 

IDP PARTICIPATION AND ALIGNMENT 


The Municipal Systems Act (as amended) has prompted changes in the way in which the Council plans for the future of the municipality. It 
also provides greater scope for communities to make their own choices about what the Council does and how it operates. 

“Developmental local government is local government working together with citizens and groups within the community to find sustainable 
ways to meet their social, economic and material needs and improve their quality of lives.” In other words, “Together we can make a 
difference.” 

The Municipality is therefore committed to institutional public participation to ensure that the final Integrated Development Plan belongs to all 
citizens of Magareng. The community participation took place during the August - September driven by the Mayor’s Office since the 
Municipality did not have a designated IDP official. 

Community participation was done through these Community Based Planning in order to make plans and services more relevant to local 
needs and conditions and to increase people’s control over their own lives and livelihoods. 

The Magareng Local Municipality rolled out various public engagements such as programmes, projects and 
activities in the form of Stakeholder Participation to ensure public accountability and participation in 
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governance issues. These engagements were very successful and adequately attended and became fruitful as they assured expected 
outcomes were reasonably achieved. 

PUBLIC MEETINGS COMMUNICATION, PARTICIPATION AND FORUMS 

The Municipality held public engagements, including meetings, events and consultations led by both 
political and administration principals. These occasions were organized according to MLM plans as aligned to 

iegislative requirements and annual plans. Although stakeholders were reached as planned, the critical focus was mainly on the organized 
ones, thus to encourage communities in taking active part in the business of local government. 

The Municipality also played a major role to reach all stakeholders, physically and through electronic media, including website information. 

WARD COMMITTEES 


The Magareng Local Municipality has Ward Committees in all of its Wards that are active. However, through the Office of Mayor and it 
provides oversight, capacity building and support to all Ward Committees. 


COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD 

MLM led a critical process of complete alignment between its process plan and those of local municipalities in 

the region, namely. Officials and leadership attended public participation sessions organized for synergy in engagement with various 
communities. 

MLM’s communication with its communities did yield positive results and outcomes. The public used these platforms for engagements and to 
voice their concerns, as well as appreciations of significant areas of growth and development. 
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GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


Corporate 

Objective 


Key 

Performance 

Indicator 


Community 

Participation 

Policy 

Workshop 


Key Activities 


Annual 

Target 


Induction workshop for Cllr, Ward Comm & 
CDW"s 


Dec 2014 


Quarterly Targets 


Q1 


Q2 


100 % 


Q3 


Q4 


Actual 


Reason 

for 

variance 


Remedial 


Evidence 


Community 

participation 


Geographic name change 


Develop 

guideline 


Establish 

advisory 


Achieved 


N/A 


N/A 


Consultation 


Guideline 

attached 


Achieved 


n/a 


n/a 


Functionality 
assessment of 
ward 

committees 


Continuous 

Monthly 

reporting 


Monthly assessmentto be conducted 


12 


Achieved 


n/a 


n/a 


Capacity 

building 

programmes 

for 

councillors 


Identification of training gaps 


Continuous 


Continuous 


Ongoing 
Local Govt 
law & Admin 
program & 
Councillor 
development 
programme 
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Capacity 

building 

programmes 

for Ward 

Committees 

Yearly inductions 

i 





Not 

achieved 

No funds 

allocated 

Salga & 
Cogstha 
requested 
to assist 

Commitment 
from Salga 

Imbizos held 

Council meets the people feedback 

sessions[Quarterly) 

4 

1 

1 

1 

1 

Not 

achieved 

Imbizos 

reduced 

to Ward 

Based 

monthly 

meetings 

Plans 
underway 
to have an 

Imbizo in 
Quarter 

Councillors 

Monthly 

report 

Consumer 

awareness 

programmes 

implemented 

Road shows/Campaigns 

2 


1 


1 

Not 

Achieved 

Poor 

planning 

Plans 

afoot to 
plan 

Internal 

consultation 

Re- 

establishment 
of Community 
Radio station 

Consultation process 

Feb 2015 

Consult 

Submit 


Launch 

Not 

achieved 

Delays of 
approval 
from 

Icasa 

Meeting 
arranged 
to take 

place 

Continuous 

engagements 

Key 

Performance 

Indicator 


Annual 

Quarterly Targets 

Report 

Target 

Ql 

Q2 

Q3 

Q4 

Actual 

Reason for 

variance 

Remedial 

Evidence 

Number of 

Poverty 

alleviation 

initiative 

supported 

Consultation with relevant stakeholder 

4 

1 

1 

1 

1 

Achieved 

n/a 

n/a 

Burial & food 

parcel 

distributed 


Corporate 

objective 
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Number of 

NGO/CBO 

Supported 

Consultations with affected organisation 

4 

1 

1 

1 

1 

Achieved 

n/a 

n/a 

Limited Flames 

assisted with 

transport 

No of support 

Community 

Policing 

Forums 

Launch of the Safety volunteer corps 

2 

1 


1 

1 

Achieved 

n/a 

n/a 

Participation 

Support 
programmes 
for youth 

On-going lobbying & advocacy 

4 

1 

1 

1 

1 

Achieved 

n/a 

n/a 

Entreprenia 

Workshop 

conducted 

Support 

programmes 

for women 

On-going lobbying & advocacy 

2 

1 

1 

1 

1 

Achieved 

n/a 

n/a 

Women 

engagement 

Support 
programmes 
for people 

with 

disabilities 

Monthly meetings with established committees 

2 


1 


1 

Achieved 

n/a 

n/a 

Itireleng 
sponsored with 
Sewing 
machines 

Support 
programmes 
for people 

affected and 
infected by 
HIV/AIDS 

Resuscitation of local Aids Council 

2 

1 



1 

Achieved 

n/a 

n/a 

Continuous 
support to the 
affected & 

infected 
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COMPONENT D: CORPORATE GOVERNANCE 


CORPORATE GOVERNANCE 


The Magareng Local Municipality established governance systems as prescribed by relevant legislation. The 
Local: Municipal OVERVIEW Finance Management Act, 56 of 2003, highlights that: “The accounting officer 
...has and maintains: 

1. Effective, efficient and transparent systems of financial and risk management and internal control 

2. A system of internal audit under the control and direction of an Audit Committee”. 

The Audit Committee though as a shared is effective, thus provide oversight on all issues within its mandate. 

Fraud and Corruption issues detected and reported were prevented and managed accordingly. MPAC exercised oversight and provided 
Council with assurance on the acceptance of the prior year’s annual report. 

It is compulsory that a Local Labour Forum must be established at each municipality (if not established then it is non-compliance with 
collective agreement and this could lead to compliance order by South African Local 
Government Bargaining Council (SALGBC) and a possible fine). 

Matters currently discussed at Local Labour Forums includes, but not limited to Job evaluation, Employment 
Equity, Training and development of staff, Skills Development, filling of vacancies, Occupational Health & 

Safety, Employee benefits, Policies - formulation, interpretation and enforcement, Conditions of service and 
Collective agreement interpretation, enforcements and exemptions. This continuous consultation enriches 
management processes and systems in order to minimize workplace conflicts between the employer and 
employees. 


RISK MANAGEMENT 


Risk Management provides specialist expertise in providing a comprehensive support service to ensure 
systematic, uniform and effective Enterprise Risk Management (ERM). Risk Management plays a vital 

communication link between operational level management, senior and executive management, risk management committee and other 
relevant stakeholders. Risk Management is the custodian of the ERM framework, the co-ordinator of the risk management processes 
throughout the institution and the institutional advisor on all risk management matters. 
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ANTI-CORRUPTION AND FRAUD 


FRAUD AND ANTI-CORRUPTION STRATEGY 


Magareng Local Municipality (MLM ) subscribes to the principles of good corporate governance, which requires conducting business in an 
honest and transparent fashion. Consequently MLM is committed to fighting fraudulent behaviour at all levels within the organisation. The 
Municipal Manager bears the ultimate responsibility for fraud and corruption risk management within the Municipality. This includes the 
coordination of fraud risk assessment, overseeing the investigation of suspected fraud corruption, and facilitation of the reported employees 
or other parties. 

Magareng Local Municipality currently reviewed their Fraud Prevention Plan, together with the Fraud Policy & Response Plan. The plan is 
premised on the organisations core ethical values driving the business of, the development of its systems, policies and procedures, 
interactions with its constituencies the public and other stakeholders, and even decision-making by individual managers representing the 
organisation. 

The Plan is also intended to assist in preventing, detecting, investigating and resolution of fraud and corruption. During the year under 
review, only four (3) cases were reported and dealt with accordingly. 

Key focus areas based on the recent fraud risk assessment were Supply Chain Management Unit, Licensing 
Department, Payroll Unit and Human Resources Department. 

Top 5 Fraud Risks are as follows : 

1. Procurement Fraud; 

2. Abuse of Council Vehicles; 

3. Non-compliance to terms and conditions of some SLAs; 

4. Loss of cash revenue, and 

5. Payroll Fraud (Ghost Employees, overtime Manipulation, etc.). 
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COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 


IDP PARTICIPATION AND ALIGNMENT 


The Municipal Systems Act (as amended) has prompted changes in the way in which the Council plans for the future of the municipality. It 
also provides greater scope for communities to make their own choices about what the Council does and how it operates. 

“Developmental local government is local government working together with citizens and groups within the community to find sustainable 
ways to meet their social, economic and material needs and improve their quality of lives.” In other words, “Together we can make a 
difference.” 

The Municipality is therefore committed to institutional public participation to ensure that the final Integrated Development Plan belongs to all 
citizens of Magareng. The community participation took place during the August - September driven by the Mayor’s Office since the 
Municipality did not have a designated IDP official. 

Community participation was done through these Community Based Planning in order to make plans and services more relevant to local 
needs and conditions and to increase people’s control over their own lives and livelihoods. 

The Magareng Local Municipality rolled out various public engagements such as programmes, projects and 
activities in the form of Stakeholder Participation to ensure public accountability and participation in 

governance issues. These engagements were very successful and adequately attended and became fruitful as they assured expected 
outcomes were reasonably achieved. 

PUBLIC MEETINGS COMMUNICATION, PARTICIPATION AND FORUMS 

The Municipality held public engagements, including meetings, events and consultations led by both 
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political and administration principals. These occasions were organized according to MLM plans as aligned to 

iegislative requirements and annual plans. Although stakeholders were reached as planned, the critical focus was mainly on the organized 
ones, thus to encourage communities in taking active part in the business of local government. 


The Municipality also played a major role to reach all stakeholders, physically and through electronic media, including website information. 


WARD COMMITTEES 


The Magareng Local Municipality has Ward Committees in all of its Wards that are active. However, through the Office of Mayor and it 
provides oversight, capacity building and support to all Ward Committees. 

COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD 

MLM led a critical process of complete alignment between its process plan and those of local municipalities in 

the region, namely. Officials and leadership attended public participation sessions organized for synergy in engagement with various 
communities. 

MLM’s communication with its communities did yield positive results and outcomes. The public used these platforms for engagements and to 
voice their concerns, as well as appreciations of significant areas of growth and development. 


COMPONENT D: CORPORATE GOVERNANCE 

CORPORATE GOVERNANCE 


The Magareng Local Municipality established governance systems as prescribed by relevant legislation. The 
Local: Municipal OVERVIEW Finance Management Act, 56 of 2003, highlights that: “The accounting officer 
...has and maintains: 

1. Effective, efficient and transparent systems of financial and risk management and internal control 

2. A system of internal audit under the control and direction of an Audit Committee”. 

The Audit Committee though as a shared is effective, thus provide oversight on all issues within its mandate. 

Fraud and Corruption issues detected and reported were prevented and managed accordingly. MPAC exercised oversight and provided 
Council with assurance on the acceptance of the prior year’s annual report. 
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It is compulsory that a Local Labour Forum must be established at each municipality (if not established then it is non-compliance with 
collective agreement and this could lead to compliance order by South African Local 
Government Bargaining Council (SALGBC) and a possible fine). 


Matters currently discussed at Local Labour Forums includes, but not limited to Job evaluation, Employment 
Equity, Training and development of staff, Skills Development, filling of vacancies, Occupational Health & 
Safety, Employee benefits, Policies - formulation, interpretation and enforcement, Conditions of service and 
Collective agreement interpretation, enforcements and exemptions. This continuous consultation enriches 
management processes and systems in order to minimize workplace conflicts between the employer and 
employees. 


RISK MANAGEMENT 


Risk Management provides specialist expertise in providing a comprehensive support service to ensure 
systematic, uniform and effective Enterprise Risk Management (ERM). Risk Management plays a vital 

communication link between operational level management, senior and executive management, risk management committee and other 
relevant stakeholders. Risk Management is the custodian of the ERM framework, the co-ordinator of the risk management processes 
throughout the institution and the institutional advisor on all risk management matters. 

ANTI-CORRUPTION AND FRAUD 

FRAUD AND ANTI-CORRUPTION STRATEGY 


Magareng Local Municipality (MLM ) subscribes to the principles of good corporate governance, which requires conducting business in an 
honest and transparent fashion. Consequently MLM is committed to fighting fraudulent behaviour at all levels within the organisation. The 
Municipal Manager bears the ultimate responsibility for fraud and corruption risk management within the Municipality. This includes the 
coordination of fraud risk assessment, overseeing the investigation of suspected fraud corruption, and facilitation of the reported employees 
or other parties. 

Magareng Local Municipality currently reviewed their Fraud Prevention Plan, together with the Fraud Policy & Response Plan. The plan is 
premised on the organisations core ethical values driving the business of, the development of its systems, policies and procedures, 
interactions with its constituencies the public and other stakeholders, and even decision-making by individual managers representing the 
organisation. 
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The Plan is also intended to assist in preventing, detecting, investigating and resolution of fraud and corruption. During the year under 
review, only four (3) cases were reported and dealt with accordingly. 


Key focus areas based on the recent fraud risk assessment were Supply Chain Management Unit, Licensing 
Department, Payroll Unit and Human Resources Department. 


Top 5 Fraud Risks are as follows : 


1. Procurement Fraud; 

2. Abuse of Council Vehicles; 

3. Non-compliance to terms and conditions of some SLAs; 

4. Loss of cash revenue, and 

5. Payroll Fraud (Ghost Employees, overtime Manipulation, etc.). 
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CHAPTER 3 - SERVICE DELIVERY PERFORMANCE 


COMPONENT A: BASIC SERVICES 

This component includes: water and sanitation; electricity; waste management; housing 
services; as well as a summary of free basic services. 


INTRODUCTION TO BASIC SERVICES 

3.1. WATER PROVISION 

3.1.1 Introduction to Water Provision 

INTRODUCTION 

Magareng Municipality is characterized by number backlogs in service delivery. Backlogs 
exist in all types of government services and encompass the services delivered by all 
levels of government. However, there are significant achievements that came to fruition 
during the 2014/15 financial period. On local government level there are large numbers of 
households that do not have direct access to electricity, clean water, sanitation and 
infrastructure like municipal roads. This is still the case notwithstanding the progress 
government has made since 1994. To compound these problems the Municipality also 
faces the problem of the non-payment of services. The backlog in service delivery and the 
non-payment of services place inordinate pressure on the financial health of the 
Municipality. This has resulted in limited resources available to address or to respond to 
existing backlogs. Usage of available resources has limited our capacity to mobilize all of 
society in pursuit of our developmental objectives. It has hampered our efforts to prioritize 
resource allocations and to drive the implementation of government’s objectives and 
priorities formulated by the municipality in its integrated development planning process. 


BLUE DROP CERTIFICATION 


The Magareng Municipality performed dismally in the present 2014 Blue Water Services 
Audit and achieved a score of 29%. There is a serious deterioration in their management 
of their water supply systems since the previous years when a result of 72.7% was 
achieved in 2012. 

The WSA was not prepared for the on-site audit or the confirmation sessions. Only two 
members of staff attended the audit and had very limited information to present. There are 
serious challenges with regards to the following: lack of chlorine monitoring and other 
operational monitoring, large number of vacant posts, and lack of chlorination in smaller 
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supply systems. The WSA should implement chlorination of the Majeng, Maleko and 
Nazareth supply systems which have very low microbiological compliance and currently 
presents a serious health risk to the community. The microbiological failures in Warrenton 
also need urgent and immediate attention. Chemical monitoring for the required 
determinants also needs to start immediately, while the number of aesthetic determinants 
needs to increase to ensure appropriate information on drinking water quality. 

The Regulator should take up the lack of operational monitoring and high micro failures as 
a matter of urgency: management is not worried about doing anything, they were not part 
of the audit, and they were not providing funding for additional staff. Intervention is 
urgently needed. A large number of failures for aluminium was found. The Municipality 
indicated that they need to increase dosage of coagulant (with aluminium) as there is an 
increase in algae in raw water. But this is causing failures in aluminium levels in final 
water, which is a chronic health determinant. The plant needs a DAF which was turned 
down by the Department during refurbishment. Urgent intervention is required to ensure 
thatthe required services are being provided. 

Based on the above Audit results, the DWS has serious concerns on the poor 
microbiological drinking water quality and the resultant risk to consumers of all the water 
supply systems in the Magareng Local Municipality's systems (Majeng Water Tank, 
Malekos Farm, Nazareth Flouse and Warrenton). These concerns have to be addressed 
as a matter of urgency and drinking water quality results and appropriate actions must be 
communicated to consumers should the water be found to be unfit for human 
consumption. 

The overall 2014 Risk Rating for Magareng is the low risk of 48%. Note that this value is 
based on the 3 specific areas indicated below. 

The Process Control Risk Rating is low (for Warrenton) to critical for the other systems. 
This risk reflects compliance in terms of the draft Regulation 813. 


GREEN DROP CERTIFICATION 


Marareng LM is commended for their submission of a completed PAT. Well done. The 
Regulator notes the absence of supportive evidence such as the updated W^RAP.The 
risk rating of the single plant operated by Marareng LM has increased and is now 
categorised as a critical risk plant, largely due to the absence of monitoring, which is by 
default assigned with the maximum weight for this risk element. 

The Regulator remains concerned about the lack of compliance against Regulation 17 or 
2834, which indicates that process control and supervisory skills remain a risk in 
Marareng LM. The absence of flow monitoring, further impacts on the risk categorisation. 
The WSI is encouraged to provide evidence of measures that are undertaken within the 
organisation to improve the performance of its wastewater treatment plants and to comply 
with the relevant regulations. This will assist the municipality to improve on its 33.75% 
Green Drop score achieved during 2013. 
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The following are the plans that the Municipality has prepared and adopted and intending 
to implement its strategies and objectives in order to improve both Blue, Green Drop and 
other infrastructure such as electricity, Water supply etc.: 

• Electricity Master Plan 

• Feasibility study on Entire Water Supply 

• Water Conservation and Water Demand Management 

• Spatial Development Framework 

• Integrated Zoning Scheme 

• Water Treatment Works Operation and Maintenance Manual 

• Waste Water Treatment Works Operation and Maintenance Manual 

• Water Treatment Works Monitoring Programme 

• Waste Water Treatment Works Monitoring Programme 

• Water Treatment Works Process Audit 

• Waste Water Treatment Works Process Audit 

• Waste Water Risk Abatement Plan 

• Water Safety Plan 

COMPONENT A : INFRASTRUCTURE BASIC SERVICES 

This component includes: water, waste water (sanitation), electricity, Roads, Housing 
services. 


OPERATION AND MAINTENANCE EXPENDITURE 

Magareng Municipality is 90% dependant of Frances Baard District Municipality for 
General Operation and Maintenance to infrastructure and the following was the funds: 

• Allocation for 2015/16 Financial Year: R 2,500,000.00 

• Expenditure at the end of the Financial Year: R 2,500,210.00 

CAPITAL PROJECT FUNDED BY THE DISTRICT 

• The district had funded R 5,000,000.00 for the continuous project of sewer 
reticulation in Warrenvale New development area 

• Expenditure at the end of the Financial Year: R 5,000,000.00 

CAPITAL PROJECT FUNDED BY COGHSTA 

• Construction of New Roads in Ikhutseng 

• Allocation R 10,798,000.00 

• Expenditure R 9,760,881.00 

CAPITAL PROJECT FUNDED BY DEPARTMENT OF WATER AND SANITATION 
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• Refurbishment of Water Treatment Plant 

• Allocation R 5,000,000.00 

• Expenditure R 4,600,000.00 

HOUSING - RUNNING PROJECT- IKHUTSENG 1000 INFILL 

• Securing of RDP - 1005 applications captured and approved, completing the 
process of applications for the project 

• Constructed RDP Houses; 100 in 2014/2015 ( phase 5 of the project) 

• 297 total incomplete RDP's Department out on tender to complete 81 of the 297. 

PROPERTY TRANSFER AND REGISTRATION- TITLE DEEDS 

Total transferred - 53 

Total handed over to public - 0 

Total captured and in process of transfer - 53 

COMPONENTC: PLANNING AND DEVELOPMENT 

: COMMUNITY AND SOCIAL SERVICES 

SPORT AND RECREATION 

• The Magareng Local Municipality recognizes the importance of sport and 
recreation as a lever to achieve various aims including social cohesion, job 
creation as well as the improvement of the quality of life of Magareng residents. 
However due to the constraints and challenges in sourcing funding to refurbish the 
dilapidated sports infrastructure. 

LIBRARY SERVICES 

• As the IDP observes, the municipality has two libraries and two mobile libraries 
situated in Warrenton and Warrenvale whilst the mobile libraries are situated in 
Ikhutseng and Majeng. The functionality of these libraries and mobile are funded 
through the grant from the Departments of Sports, Arts and Culture and as a result 
of this support these libraries have been able to reach and service the vast 
majority residents of Magareng. 

• The general public has now access to Internet which enable them to access the 
information they require and the public has been very grateful. 


CORPORATE POLICY OFFICES AND OTHER SERVICES INFORMATION AND 

COMMUNICATION TECHNOLOGY (ICT) SERVICES 

DOCUMENT MANAGEMENT SYSTEM 
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The Municipality is still using a manual archival system to record all mails and all official 
correspondence. This system is used to capture all incoming mail items for the issuing of 
Control Sheets. 

COUNCILOR DATABASE 

A Councillor Database has been developed to capture particulars of Councillors, as well 
as membership of Committees. Attendance of meetings is also captured on the 
attendance register book. 

For the year under review the attendance of Councillors was at 98% on all official 
meetings. 

ORGANISATIONAL PERFOMANCE SCORECARD 

Performance management includes activities which ensure that goals are consistently 
being met in an effective and efficient manner. Performance management can focus on 
the performance of an organization, a department, employee, or even the processes to 
build a product of service, as well as many other areas. 


The Magareng PMS is characterized by the following: 

FUNCTIONALITY OF THE PERFORMANCE MANAGEMENT SYSTEM 


PROCESS 

DESCRIPTION 

STATUS 

PMS Framework and 
Policy development 

and approval 

The Performance Management System in the municipality is 
implemented in terms of the PMS Framework and Policy, which 
are reviewed and adopted by Council on annual basis. 


The adoption process goes through various stages of 
consultation through the Local Labour Forum, the relevant 
Portfolio Committee before it is submitted to Council for final 
adoption. 


Performance Agreements for section 57 The Municipal Manager 
and all Heads of Departments employed in terms of section 56 
of the Municipal Systems Act have signed the performance 
agreements in terms of section 57 of the Act. 
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Heads of Departments sign performance agreements with the 
Municipal Manager and the Municipal Manager signs with the 
Mayor, representing Council. 

SDBIP approval The Service Delivery & Budget Implementation 
Plan for the financial year 2013/14 was approved and 
subsequently submitted to Council for cognisance. 

Quarterly Reporting 

Quarterly performance reporting takes place. 

Mid Term Report 

Mid Term assessment reporting should be conducted in terms 
of section 72 of the Municipal Finance Management Act. The 
final report will be submitted to the Provincial Department of 
Local Government, Provincial and National Treasury. 

PMS cascading 

process - initiatives 

The Municipality resolved to cascade the performance 
management system to managers. This was after consultation 
within the institution and labour sometimes back. The institution 
has been struggling with cascading and still currently 
considering that some of the managers have refused to 
participate in the system for various reasons. 


The approach to measure, monitor and evaluate the Municipality’s performance Council 
adopted the scorecard. All the KPA's and KPI’s as well as Performance Targets which 
constitutes the IDP’s 5 year priorities are being used as the basis for the review of the 
Municipal PMS and Performance Contracts of Senior Managers. The projects that form 
part of the performance targets are aligned between IDP, PMS and the budget. 
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BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


KPI 

Budget 

Basel 

ine 

Annual 

Target 

Quarterly Targets 

Q 

1 

Q2 

Q3 

Q 

4 

ACTUAL 

REASON 

FOR 

VARIANCE 

CORRECTIVE 

MEASURE 

Assessm 

ent Notes 


Number of 

Projects 
Registered with 
regulatory 
bodies (Public 
Works - EPWP) 

Operationa 

1 

New 

All projects 
registered 





Achieved 




Water treatment 
plant in 

Warrenton 

refurbished 

5700000 

1 

June 2015 

28 

50 

00 

0 

4 275 0 

00 

57 

00 

00 

0 


Achieved 



Complete 

Water treatment 
plant in 

Warrenton 
Upgraded 

35000000 

1 

June 2015 

15 

00 

00 

0 

1500 0 

00 

70 

00 

00 


Achieved 

Multi year 
project 

N/A 

See Latest 

RBIG 

Report 

Number farms 
provided with 
Solar Pumps 

650,000.00 

0 

4, Majeng, 
Magareng 
farms and 
Winsorton 
Station 

Te 

nd 

er 

pro 

ces 

s 


Te 

nd 

er 

am 

ou 

nt 

co 

m 

mit 

ed 

6 

0 

0 

0 

0 

0 

0 

0 

Achieved 

Late 
Appointment 
(Dec 2014) 

Expedite 

progress 

See Letter 

of 

acceptanc 

e 

War on leaks to 
curb water 

losses 

Operationa 

1 

New 

800 

20 

0 

200 

20 

0 

2 

0 

0 

Achieved 

Operational 



Prov/ide Sanitation 

Number of 

Households 
provided with 
sewer 

Reticulation in 
Warrenvale. 

5000000 

0 

558 

15 

00 

00 

0 

1500 

000 



Achieved 



Material 
on Site 

Complete 
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BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 

Corporate 

objective 

KPI 

Budget 

Base 

line 

Annu 

al 

Targe 

t 

Quarterly Targets 

Ql 

Q2 

Q3 

Q4 

ACTUAL 

REASON 

FOR 

VARIANC 

E 

CORRECTIV 

E 

MEASURE 

Assessment Notes 

Maintain 

Roads 

MIG Roads 

10.8 

0 

2.5K 

m 

150000 

0 

2500 

000 

0.00 

200 

000 

Not Achieved 

Slow 

Progress 

Terminate 

contract 


Kilometres 
of roads 
repaired 

1300000 

5 Km 

4km 

160 000 

4 00 

000 

50 

000 


Achieved 




Electricity 

supply 

% increase 
in the 

current 
capacity in 
Warrenton 

600 000 

0 

0.7 

MVA 

by 

June 

2015 

0.00 

N/A 

N/A 

N/A 

N/A 

The 
Munic. still 

owes 

ESKOM 

The Munic. 
To settle the 
debt. 


Replacemen 
t of faulty 
meter and 
bypassed 
meters to 

curb 

electricity 

losses 

500 000 

250 

400 

100 

100 

100 

100 

Achieved 




Land use 

managemen 

tand 

Provision of 
Housing 

Housing 

Developm 

ent 

7 800 

000 

100 

100 

by 

June 

2015 

25 

houses 

50 

hous 

es 

100 

Hous 

es 


Achieved 




Land Use 
Managem 
ent Land 

use 

applicatio 

ns 

Operatio 

nal 

5 

Ongoi 

ng 

proce 

ss 

Ongoin 

g 

process 




Depends on 
applications 
received 



Implementation on 
hold awaiting 

SPLUMA approval 

Maintenan 
ce of 

Municipal 
Buildings 



June 

2015 

Ongoin 

g 

process 




Achieved 

Operation 

al 



Registrati 
on of 

Properties 

Op Ex 

100 

100 

by 

June 

2015 

25 

houses 

50 

hous 

es 

100 

Hous 

es 

1200 

Achieved 



1200 registered and 
the process is still on- 
going 

Review of 





1 



Achieved 
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BASIC SERVICE DELIVERY AND COMMUNITY SERVICES 

Corporat 

e 

objective 

KPI 

Bu 

dge 

t 

Base 

line 

Annual 

Target 

Quarterly Targets 

Q 1 

Q2 

Q3 

Q4 

ACTUA 

L 

REASO 

N FOR 

VARIA 

NCE 

CORRE 

CTIVE 

MEASU 

RE 

Assessment Notes 

Provide 

Commun 

ity 

Facilities 

Number of 
lllegal 

dumping sites 
closed down 

Op 

erat 

ion 

al 

10 

10 

2 

4 

0 

4 

Achieve 

d 




Number of 

new 

Households 
included into 
the collection 
system 
(Refuse) 


1758 

1758 




Once off process all 1758 HH to be included 
into the billing system 


Frequency of 
domestic 
refuse removal 
in the 

municipality 

Op 

erat 

ion 

al 

Wee 

kly 

per 

hous 

e 

hold 

54 

Weeks 

per 

House 

hold 




Refuse to be collected from every house 
hold once weekly (which is 54 weeks 
annually) 


Number of 
jobs created 
through the 
Cleaning 
action 
Programme 
Workers for 

Waste 

Minimisation & 
Recycling 

300 

100 

100 

0 

62 

20 

80 

Achieve 

d 




Number of 

reports on the 

maintenance 

of waste 

management 

vehicles/ 

equipment 

Op 

erat 

ion 

al 


4 

1 

2 

1 


Achieve 

d 

Lack of 
funds 



Satellite 

Library in 

Majeng 

constructed 

7 

5 

000 

New 

lby 

Nov. 

2014 


75 000 



Not 

Achieve 

d 

Expedit 

e 
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Strategic 

Objective 











progres 

s 



Motor cycles 
testing ramp 
constructed 


1 

Novem 

ber 

2014 


1 



Not 

Achieve 

d 

Lack of 
funds 




Generic Management Functions 


Key 

Performance 

Indicator 


Annual work 
plans for 
immediate 
subordinates 
developed 


Number of 

quarterly 

performance 

feedback 

sessions 

conducted with 

immediate 

subordinates 


Number of 
departmental 
meetings held 


Annual 

Target 


July 

2014 


3 

feedba 

ck 

session 

s 

conduc 
ted by 
June 
2014 


Budget 


Operatio 

nal 


Operatio 

nal 


Operatio 

nal 


Quarterly Targets 


Q2 


Q4 


ACTUA 

L 


Achiev 

ed 


Achiev 

ed 


Achiev 

ed 


REASON 

FOR 

VARIANCE 


CORRECTI 

VE 

MEASURE 


Assessment 

Notes 
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romoteaccountability and transparency 

2014/15 

departmental 

Procurement 

Plan compiled 

New 

August 

2014 

Operatio 

nal 

1 



1 

Achiev 

ed 




Number of 
reports on the 
implementation 
of the Audit 
Action Plan on 
Audit Queries 
emanating 
from the 

Directorate 

New 

4 

Operatio 

nal 

1 

Operational 


1 

Achiev 

ed 
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XII LocALECONonTCDEvELOPlvrENT 

3.11.1 Introduction to Economic Development 

3.11.2 LED OVERVIEW 

Local economic development (LED) offers local government, the private and not-for-profit 
sectors, and local communities the opportunity to work together to improve the local 
economy. It focuses on enhancing competitiveness, increasing sustainable growth a nd 
ensuring that growth is inclusive. LED encompasses a range of disciplines including physical 
planning, economics and marketing. It also incorporates many local government and private 
sector functions including environmental planning, business development, infrastructure 
provision, real estate development and finance. 

The practice of local economic development can be undertaken at different geographic 
scales. A local government pursues LED strategies for the benefit of its jurisdiction, and 
individual communities and areas within a local government's jurisdiction can also pursue 
LED strategies to improve their economic competitiveness. Such approaches are most 
successful if pursued in partnership with local government strategies. LED is thus about 
communities continually improving their investment climate and business enabling 
environment to enhance their competitiveness, retain jobs and improve incomes. Local 
communities respond to their LED needs in many ways, and a variety of approaches can be 
taken that include: 


1. NUMBER OF SMME ASSISTED 

There were no SMME’s who were financially assisted by Magareng Local 
Municipality, however non-financial assistance was provided to a lot of our 
local SMME's including those mentioned in this report although the exact 
number was never recorded. 

2. NUMBER OF CO-OPERATIVES REGISTERED 

I. Are Semeleleng Primary Co-operative 

II. Jetik Primary Co-operative 

III. Makoresta Primary Co-operative 

3. NUMBER OF BENEFICIARY PROGRAMME FOR WOMAN 

The LED Unit facilitated Funding and Training for Are Semeleleng Primary Co- 
operative. Mme Reka Thusa provided the funding and SEDA provided the 
training. 

4. NUMBER OF BENEFICIARY PROGRAMME FOR DISABLED PEOPLE 

There was no LED Programmes Initiated specifically for Disabled People. 
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5. SMME ACCESS TO MARKET 

Are Semeleleng Primary Co-operative was taken to the Mangaung’s Macufe 
Arts Festival and the Northern Cape NOCCI Exhibition to exhibit their 
products; to network and find new markets for their products. 

6. NUMBER OF LOCAL SMME SERVICE PROVIDERS 

The LED Unit targeted Four SMME’s to provide services to the Magareng LM, 
the services solicited were mainly catering. 

7. WOMEN AND YOUTH ON LED INITIATIVES 

The LED Unit facilitated training for young people on Enterprise Development 
Programme conducted by the National Youth Development Agency (NYDA). 
The Training was offered to 34 young people around Magareng LM including 
Co-operatives and SMME. 

Makoresta Primary Co-operative which is a Co-operative of Young People 
focusing in Agriculture received assistance from the Department of Agriculture 
and the Department of Economic Development and Tourism. 

8. INVESTMENTS 

There are three Capital Investments that Magareng Local Municipality 
managed to attract. The Federation for African Business and Consumer 
Services (FABCOS) is a chamber of business focusing on developing 
Business capacity of the previously disadvantaged especially from the 
Townships; Joint Ventures from subsidiary Companies of FABCOS committed 
to several investments in Magareng. 

I. Grain Storage and Milling Plant 

II. Butterfield Bakeries 

A Memorandum of Understanding has been signed between Magareng LM 
and BPC Capital Pty Ltd Who are Investing in the Grain Storage Facility. 

Greville Wood Development Pty Ltd presented a Net Shade Farming 
Agricultural project which was adopted by Council. 

9. LED FORUM 


The LED Forum has been defunct for the period of 2013/14 due to 
misunderstandings regarding the Constitution that was presented to the LED 
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Forum during that period and the general comprehension regarding functions 

of the LED Forum. 

In 2014/15 the LED Unit drafted the Terms of Reference for the LED Forum 
which was aligned to the District Municipality’s Terms of Reference. The 
Functions of the LED Forum were also clarified in a Workshop that served as 
an initiating meeting towards the re-establishment of the LED Forum. 

10.SECTORAL VISITS CALENDAR 


The Sectoral Visits Calendar forms part of the LED SDBIP and the main 
objective is to capacitate SMME’s in different Economic Sectors and build 
working relations with Partner Departments and Government Business 
Development Agencies. The Calendar outlines dates on which the LED Unit 
will be hosting Workshops for each Economic Sector in Magareng Local 
Municipality so as to bring Business Development Services closer to our 
business community, empower them with information and increase local 
uptake of services offered by Government Business Development Agencies 
and relevant Sector Departments. A total of 10 workshops were conducted 
during the 2014/14 financial year. 


LOCAL ECONOMIC DEVELOPMENT 


CORPOR 

ATE 

OBJECTI 

VE 


BASE 

LINE 


ANN 

UAL BUDGE 
TAR T 
GET 


QUARTERLY TARGETS 


Q 1 


Q2 


Q3 


Q4 


ACT 

UAL 


REASON 

FOR 


VARIAN 

CE 


CORRECT 

IVE 

MEASUR 

E 


Operati 

onal 


Waste 

Reclaim 

Project 


Co- 

oper 

ative 

Regis 


Co-op 

Applic 

ation 

forms 

submi 

tted to 

North 


tratio ern 
n Cape 
SMME 
Trust 


Consult 
with other 
place in 
Magareng 
interested 
in 

Recycling 
(Majeng 
and Moleko 
Farm and 
Nazareth) 
to form a 
Secondary 
Co- 

operative 


Achie 

ved 
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Small 

Contracto 

rs 

Cooperati 

ves 

Registrati 

on 

New 

5 

Operati 

onal 

Proje 

ct 

Mana 

geme 

nt 

Plan 

Facilit 

ate 

Policy 

alignm 

ent 

and 

assista 

nce 

from 

CIDB 

(Instit 

utiona 

1 

Compl 

iance) 

Facilitate 

Policy 

alignment 

and 

assistance 

from CIDB 
(Institution 
al 

Complianc 

e) 

Forward the 
draft policy to 
Council 

Not 

Achie 

ved 

Policy 

must 

first be 

worksho 

ped 

internall 

y 

Small 

Contracto 
rs Policy 
to form 
part of the 
2015/16 
SDBIP 

Sign 

heads of 

agreemen 

t for the 
implemen 
tation of 

call centre 

June 

2013 

1 

Operati 

onal 

Sign 

ed 

MOU 

Signed 

MOU 

Signed 

MOU 

Signed MOU 

Not 

Achie 

ved 

Investor 
pulled 
out due 
to delays 
in 

securing 

the 

building 


Sign MOU 
and Lease 

agreemen 

t for the 

grain 

collection 

site 

June 

2013 

1 

Operati 

onal 

Signe 

d 

MOU 

Signed 

MOU 

Signed 

Lease 

Agreement 

Signed lease 
Agreement 

Not 

Achie 

ved 

Lease 

agreeme 

nt to be 

tabled 

with 

Council 


Sign MOU 
on the 

implemen 
tation of 
Kopano 
Bakery 

June 

2013 

1 

Operati 

onal 

r 

Signe 

d 

MOU 

Signed 

MOU 

Signed 

MOU 

Signed MOU 

Not 

Achie 

ved 

Homegr 

own 

wanted 

the 

Beneficia 
ry issue 
handled 

and 

assuranc 

e that 

their 
operatio 
ns won't 

be 

disrupte 

d 

Beneficiar 
ies signed 

a 

resolution 

on the 

terms and 

condition 

s of 

leasing 
out the 
building 

CREATE 

* ECONOMIC 

OPPORTUNITIES 

Facilitate 

the 

applicatio 
n of rail 
siding 
from 

New 

1 

Operati 

onal 

Orga 

nise 

Initia 

ting 

meeti 

ng 

Organi 

se 

Initiati 

ng 

meeti 

ng 

Organise 

Initiating 

meeting 

with 

Transnet 

Organise 
Initiating 
meeting with 
Transnet NC 

Not 

Achie 

ved 

This step 
is 

subject 

to 

concrete 

progress 

Expedite 

conclusio 

n of 

matters 

that will 

gave 
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Transnet 




with 

Tran 

snet 

NC 

with 

Trans 

netNC 

NC 



on the 

part of 
the 

Project, 

ie. 

Signed 

MOU; 

Lease 
Agreeme 
nt and 

Funds 

availabili 

ty 

weight to 

the 

applicatio 
n of a rail 
siding. 


Facilitate 

the 

Environm 

ental 

Impact 
Assessme 
nt Study 
Grain 

Collection 

Site 

New 

1 

Operati 

onal 

Subm 

it 

Lette 

r of 

requ 

est to 

the 

DEA 

to 

cond 

uct 

the 

EIA 

It was 

establi 

shed 

that 

the 

Enviro 

nment 

al 

impac 

t 

assess 

ment 

of the 

of the 

area 

was 

alread 

y 

condu 

cted 


BPC CAPITAL 

has initiated 

new EIA 

Studies for 

the Silo 

Project 




Facilitate 

Geo- 

Technical 
Study for 
Grain 

Collection 

Site 

New 

1 

Operati 

onal 

/ 

r' 

Requ 

est 

DMR 

to 

assist 

with 

cond 

uctin 

g 

Geo- 

Tech 

nical 

Stud 

y 

It was 

establi 

shed 

that 

the 

Geo- 

Techni 

cal 

study 
of the 

of the 

area 

was 

alread 

y 

condu 

cted 






Facilitate 

water 

rights for 

New 

1 

Operati 

onal 

Subm 

it 

Appli 



Submit 
Application to 

Not 

Achie 

BPC 

CAPITAL 

to 
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Grain 




catio 



DWA 

ved 

engage 

Collection 




n to 





the 

site 




DWA 

Submi 

Submit 



Departm 






t 

Application 



ent of 






Applic 

to DWA 



Water 






ation 




Affairs 






to 










DWA 






4. Tourism 


TOURISM 


1 

CORPORA 

KPI 

BASELI 

NE 

ANNU 

AL 

TARG 

ET 

BUD 

GET 

QUARTERLY TARGETS 

T 

OBJ E 

1 

E 

CTIV 

01 

Q2 

Q3 

Q4 

ACTUA 

L 

REASON 

FOR 

VARIANCE 

CORRE 

CTIVE 

MEASU 

RE 

| 

1 

Z 

! 

i 

UPGRADE AND 
DEVELOPMENT 

OF TOURIST 
ATTRACTIONS 

AND HERITAGE 
SITES 

NEW 

1 

OPE 

RATI 

ONA 

L 

COMPI 

LATIO 

NOF 

AUDIT 

RERPO 

RT 

SECU 

RE 

FUND 

ING 

PRES 

ENAT 

ATIO 

N OF 

REPO 

RTTO 

L.E.D 

PORT 

FOLIO 

COM 

MITT 

E 

SECURE 

FUNDIN 

G 

NOT 

ACHIEV 

ED 

CONCEPT 
PLAN FOR 

LM 

HOW TO 
UPGRADE 

THIS 

ATTRACTI 

ONS 



u 

i 


TOURISM 

INDABA 

NEW 

1 

OPE 

RATI 

ONA 

L 

SECUR 

E 

MARKE 

T AND 
PROMO 

TIONA 

L 

MATER 

IAL 

SECU 

RE 

BUDG 

ET 

SECU 

RE 

BUDG 

ET 

PRESEN 

ATATIO 

N OF 

REPORT 

TO L.E.D 

PORTFO 

LIO 

COMMI 

TTE 

NOT 

ACHIEV 

ED 

FINAL 

BUDGET 

HAS NOT 
BEING 

PRESENTE 

DTO 

COUNCIL 
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UNDE 

R 

ADVIC 

EMEN 

T OF 

THE 

FBDM 



PRESENA 


LED 



TATION 


DICED 



OF 

SECU 

EDTO 



REPORT 

RE 

WITH 

NOT 

NOT 

TO L.E.D 


DRAW 

ACHIEV 

ACHIEV 

PORTFOLI 

PAYM 

FROM 

ED 

ED 

0 

ENT 

THE 



COMMITT 


ASSO 



E 


CIATI 

ON 





DUE 





ILLMA 





NAGE 





MENT 








FINAL 

BUDGET 

SECURE 

APPROV 

ACHIEV 

HAS NOT 
BEING 

PRESENTE 

FUNDING 

ED 

ED 





DTO 





COUNCIL 


N12 TREASURE 
ROUTE 


NEW 


FBDM 

COMMUNITY 

AWARENESS 

CAMPAIGN 


NEW 


OPE 

RATI 

ONA 

L 


OPE 

RATI 

ONA 

L 


SIGN A 
MOU 
WITH 
THE 
ASSOCI 
ATION 
FOR 
MAGAR 
ENG 
TO 
TAKE 
PART 
ON 
THE 
COMMI 
TTIE 


CONCE 

PT 

PLAN 

FOR 

LM 

BASED 

ON 

THE 

THEME 

OF 

THE 

AWARE 

NESS 
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COMPONENT D: COMMUNITY SERVICES 


The mandate for the Directorate: Community Services is derived from the Constitution 
of the Republic of South Africa (Act No. 108 of 1996) which provides that local 
government must, as part of its objectives, ensure the provision of services to 
communities in a sustainable manner; the promotion of a safe and healthy environment 
and the achievement of social development imperatives. The Directorate performs 
functions that are dedicated to the social and environmental well-being of the community. 
Part of the matters listed in schedule 4(b) and 5(b) of the Constitution are the 
responsibility of the Directorate. These include firefighting services, municipal health 
services, cemeteries, cleansing services, municipal parks amongst others. 

The functional responsibilities of the Directorate are: 

• Parks and Recreation; 

• Library Services; 

• Cleansing and Environmental Health; 

• Emergency Services; 

• Traffic Law Enforcement Services, 

• Motor Licensing and Registration Services and 

3.14 MOTOR VEHICLE LICENSING AND REGISTRATION 

3.14.1 Introduction 


Motor Registration, Testing Station and Driving Licence Section are the sphere divisions- ( Formatted: Normai 
under this authority. 

The primary function of the licensing section is based on issues of legality, validity and 
authenticity Learners Licences, Driving Licence and Professional Driving Permit (PrDP) 

Vehicle Testing Station is to ensure that all vehicles that go through Roadworthy are in 
good condition and they are roadworthy. They are also tested according standards of 
SABS. 

Registration of vehicles must be in-line with Road Traffic Act (Act No. 93 of 1996. All 
relevant documents must be submitted. 

We must in all spheres comply with the National Road Traffic Act (Act No. 93 of 1996) 
and of Provincial Standards. 
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Targets that we set in this regard are to address service delivery and smooth running of 
the office. 

ACHIEVEMENTS 

For the year 2014/2015 the set targets were not adequately achieved due to lack of 
funding. 

CHALLENGES 

This directorate is highly compromised by a lack of human capital, it is only surviving buy 
using borrowed staff from other departments, there is no director in this section and only 
manager is running the whole unit. 

MEASURES TO IMPROVE 

We need to review our organogram so as to be able to fill all vacant posts for this 
department to be effective. 

- ( Formatted: Normal 
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3.14.2 Motor vehicle licensing policy objectives taken from the IDP 



Targets and actuals were adapted during the period under review due to: 

• Drivers testing officers remain a problem as the staff shortage has not been 
addressed. 

• There has been an increase in the number of renewals. 

3.14.3 Employees: Motor Vehicle Licensing and Registration 


Job Level 

2013/2014 

2014/2015 

Employee 

s 

Post 

s 

Employees 

Vacancies 

(full-time 

equivalent 

s) 

Vacancies 
(as a % of- 
total posts) 

No. 

% 
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Job Level 

2013/2014 

2014/2015 

Employee 

s 

Post 

s 

Employees 

Vacancies 

(full-time 

equivalent 

s) 

Vacancies 
(as a % of- 
total posts) 

No. 

% 

Municipal Manager and 
Senior Managers 

0 

0 

0 

0 

0 

Other Managers 

0 

i 

1 

0 

0 

Professionals 

1 

2 

0 

2 

100 

Technicians & Trade 
Workers 

2 

3 

3 

0 

0 

Clerks & Administrative 
Workers 

22 

14 

14 

0 

0 

Community and 

Personal Workers 

0 

8 

5 

3 

38 

Service and Sales 
Workers 

0 

0 

0 

0 

0 

Plant & Machine 
Operators 

0 

0 

0 

0 

0 

Elementary Occupations 

3 

3 

2 

1 

33 

Total 

28 

31 

25 

6 

19 


3.14.4 Financial Performance 2014/2015 


Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

R’OOO 

Total Operational 
Revenue 

6 986 

7 782 

7 782 

8 155 

5% 

Expenditure 

Employees 

7 555 

8 621 

8 621 

7 635 

-13% 

Repairs and 
Maintenance 

122 

153 

140 

52 

-194% 

Other 

898 

759 

759 

345 

-120% 
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Total Operational 
Expenditure 

8 575 

9 533 

9 520 

8 032 

-19% 

Net Operational 
Expenditure 

1 589 

1 751 

1 738 

-123 

1 524% 


3.14.5 Capital Expenditure 2014/2015 

There was no capital expenditure during the period under review. 

3.14.6 Comment on Performance Overall 

The overall performance was not good and that we did not fully complied with the National 
Road Traffic Act. We had complaints that is why we could not reach our targets. 

With all challenges we could still survive. 

We hope to improve more on service delivery; Batho -Pele principles. 

On the side of AARTO we need to get training, we will have to identify days that we will 
have to close shop. 

Amendments need to be communicated and discussed with staff members. 
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3.15 LIBRARY AND RESEARCH SERVICES 

3.15.1 Introduction to Libraries 

Our mission to improve the literacy rate in Warrenton and to support the education 
system; 

To improve free access to information and knowledge across society, assisted by the 
availability of information and communication technologies, support sustainable 
development and improve people’s lives. 

The Library Services core focus is on the customer to serve the user with integrity, 
honesty and openness. Thus we shall seek participation with other government spheres 
provincially, nationally and internationally to build a service on education, recreation and 
innovation. 


We have only one partially functional library in town and one temporary one in Majeng. 

3.15.2 Service Statistics for Libraries 


Detail 

2013/2014 

2014/2015 

Book circulation 

299,888 

269,753 

Internet searches done by users* 

N/A 

13,170 

Photo copies made 

342,776 

338,984 

Researches completed successfully at Africana 

1,407 

1,535 

Magazines circulated 

16,422 

16,299 

Videos/cd’s circulated 

933 

712 

Faxes sent 

1,613 

1,891 

Enquiries handled 

24,673 

17,165 

Use of library halls 

641 

801 


*New service at all service points (computers installed by Northern Cape Provincial 
Library Services). 

The introduction of internet facilities at our libraries is a direct cause to the decrease in 
enquiries handled by staff. 
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3.15.3 Library Services Policy Objectives taken from the IDP 


Strategic 

Objective 


Key 

Performance 

Indicator 


2013/2014 

2014/2015 

2015/201 

Revis 

ed 

Targe 

t 

Actual 

Revis 

ed 

Targe 

t 

Actual 

Target 


To ensure sustainable delivery of library services to all residents of Sol 
Plaatje Municipality 


To ensure 
sustainable 
delivery of 
community 
services (personal 
health, 

environmental 
health, libraries, 
parks and 
recreation, 
emergency and 
traffic services) to 
all residents of 
SPM 


Conduct 

awareness 

programmes 

through 

monthly 

exhibitions 

96 

143 

120 

167 

120 

Respond to 
enquiries 
received 
regarding 
general 
information 
within 7 
working days 

N/A 

N/A 

90% 

97,71 

% 

90% 

Conduct 
outreach 
programmes at 
al service 
points to 
inculcate a 
reading culture 

13 20 

0 

Childr 

en 

attend 

ing 

20 10 

3 

Childr 

en 

attend 

ing 

120 

progr 

amme 

s 

363 

progr 

amme 

s 

120 

program 

mes 

Respond to 
enquiries 
received 
regarding 
research at 
Africana Library 
within 7 
working days 

1260 

enquir 

ies 

1407 

enquir 

ies 

95% 

98,21 

% 

90% 

Spend 
approved 
library grant 
(actual 
expenditure 
divided by the 
approved grant) 

100% 

100% 

100% 

100% 

100% 
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* All enquiries were counted and the number provided; in future a percentage will be 
provided. 
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3.15.4 Employees: Library Services 


Job Level 

2013/2014 

2014/2015 

Employee 

s 

Post 

s 

Employees 

Vacancies 

(full-time 

equivalents 

) 

Vacancies 
(as a % of 
total 
posts) 

No. 

% 

Municipal Manager and 
Senior Managers 

0 

0 

0 

0 

0 

Other Managers 

1 

i 

1 

0 

0 

Professionals 

10 

10 

9 

1 

10 

Technicians &Trade 
Workers 

0 

0 

0 

0 

0 

Clerical & Administrative 
Workers 

1 

i 

1 

0 

0 

Community & Personal 
Workers 

18 

22 

18 

4 

18 

Service and Sales 

Workers 

0 

0 

0 

0 

0 

Plant & Machine 

Operators 

1 

1 

1 

0 

0 

Elementary Occupations 

7 

7 

7 

0 

0 

Total 

38 

42 

37 

5 

12 


3.15.5 Financial Performance 2014/2015 


Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustmen 
t Budget 

Actual 

Varianc 

e to 
Budget 

R’000 

Total Operational 
Revenue 

1 579 

4 897 

4 897 

4 964 

1% 

Expenditure 

Employees 

8 947 

9 908 

9 908 

8 636 

-15% 

Repairs and 

Maintenance 

21 

38 

38 

12 

-217% 

Other 

1 033 

5 453 

5 358 

5 358 

-2% 
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Total Operational 
Expenditure 

20 001 

15 399 

15 304 

14 006 

-10% 

Net Operational 
Expenditure 

18 422 

10 502 

10 407 

9 042 

-16% 


3.15.6 Capital Expenditure 2014/2015 (not funded by SPM) 


Capital Projects 

Budg 

et 

Adjustm 

ent 

Budget 

Actual 

Expendit 

ure 

Variance 

from 

original 

budget 

Variance 

from 

adjustm 

ent 

budget 

Total 

Project 

Value 

R’000 

% 

R’000 

Total All 

1873 

0 

1906 

1.6 


1906 

Tattle Tape System 

350 

0 

164 

-48 


164 

Devils Fork Fencing 

456 

0 

370 

-19 


370 

Paving 

260 

0 

348 

34 


348 

Air Conditioning 

807 

0 

1025 

26 


1 025 


The capital projects were funded by the Provincial Library Services. The total amount 
budgeted on capital projects = R1 873 000 and total amount spent =R1 906 656. 


3.15.7 Comment on the Performance Overall 

The grant of R4 563 000 received from the Northern Cape Provincial Library Services was 
successfully spent. R1 490 000 was spent on staff compltement and R1873- 0-000 was 
for capital projects. The rest of the grant was spent on library material (books, magazines 
and news— papers), marketing and outreach programmes, consumables and literacy 
classes. 

The capital projects included devils fork fencing for Judy Scott-, Sonny Leon- and the 
Main Library. A book detection system (Tattle Tape) was installed at Galeshewe Library to 
secure the books. Paving was laid in the parking area at Beaconsfield library and air- 
conditioning was installed at Sonny Leon- and Judy Scott library. Four security guards 
were obtained via a tender to assist the staff at Galeshewe-, Judy Scott-, Sonny Leon- 
and the Main Library. 
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3.16 SOCIAL DEVELOPMENT (HIV/AIDS) 

3.16.1 Introduction to Social Development (HIV/Aids) 

The Sol Plaatje Municipality must be a meaningful and effective partner in a sustainable 
TB/STI/HIV/AIDS Prevention and Treatment Programme while at the same time 
addressing contributing issues. 

3.16.2 Service Statistics for Social Development (HIV/Aids) 

The assistance rendered for funerals for indigent families contributes towards poverty 
relief. 


Detail 

2013/2014 

2014/2015 

HIV tests performed 

240 

208 

Tested positive for HIV 

8 

4 

On anti-retro viral drug treatment 

8 

4 

Families assisted with Indigent burials 

170 

129 

Deaths 

1 

1 
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3.16.3 Social Development (HIV/Aids) Objectives taken From IDP 


Strategic 

Objectives 

Key 

Performance 

Indicator 

2013/2014 

2014/2015 

2015/2016 

Revised 

Target 

Actual 

Revised 

Target 

Actual 

Target 

To ensure sustainable delivery of social development (HIV/Aids) to all residents of 
Sol Plaatje Municipality 

To ensure 
sustainable 
delivery of 
community 
services (personal 
health, 

environmental 
health, libraries, 
parks and 
recreation, 
emergency and 
traffic services) to 
all residents of 

SPM 

To ensure that 
all employees 
are provided 
with condoms 
regularly 

20,000 

20,000 

32,000 

24,000 

24,000 

To ensure that 
Peer Educators 
provide support 
to HIV positive 
employees and 
their families 

6 

10 

6 

24 

10 

To ensure that 
all employees 
are well 
informed and 
tested 

regarding HIV/ 
Aids 

396 

3 

240 

208 

200 

Promote and 
present 
awareness 
campaigns for 
HIV, STI and 

TB 

4 

4 

4 

4 

4 

To assist 
indigent families 
with burials 

60 


60 

129 

60 
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3.18.4 Employees: Clinics 


Job Level 

2013/2014 

2014/2015 

Employee 

s 

Post 

s 

Employees 

Vacancies 

(full-time 

equivalents 

) 

Vacancies 
(as a % of 
total 
posts) 

No. 

% 

Municipal Manager and 
Senior Managers 

0 

0 

0 

0 

0 

Other Managers 

0 

i 

0 

1 

100 

Professionals 

8 

60 

7 

53 

88 

Technicians & Trade 

Workers 

0 

0 

0 

0 

0 

Clerks & Administrative 

Workers 

7 

35 

5 

30 

86 

Community cS. Personal 
Workers 

0 

0 

0 

0 

0 

Service and Sales 

Workers 

0 

0 

0 

0 

0 

Plant & Machine 

Operators 

2 

2 

2 

0 

0 

Elementary Occupations 

10 

12 

9 

3 

25 

Total 

27 

110 

23 

87 

79 
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3.18.5 Financial Performance 2014/2015 


Details 

2013/201 

4 

2014/2015 

Actual 

Original 

Budget 

Adjustmen 
t Budget 

Actual 

Variance 
to Budget 

R'OOO 

Total Operational 

Revenue 

2 663 

2 809 

2 809 

2 809 

0 

Expenditure 

Employees 

8 905 

10 333 

10 333 

9 217 

-12% 

Repairs and Maintenance 

52 

81 

81 

33 

-145% 

Other 

1 062 

1036 

1 036 

912 

-14% 

Total Operational 
Expenditure 

10 019 

11 450 

11 450 

10 162 

-13% 

Net Operational 
Expenditure 

7 356 

8 641 

8 641 

7 353 

-18% 


3.18.6 Capital Expenditure 2013/2014 

There was no capital expenditure during this period under review. 

3.18.7 Comment on the Performance of Clinics Overall 

Due to the provincialisation of the clinics, all capital expenditure has been placed on hold. 

The five-year targets as set out in the IDP can therefore not be attained, since none has 
been budgeted for. These targets can only be attended to once there is clarity on the 
outcome of provincialisation. The targets should then be removed from the IDP if the clinic 
buildings are transferred, or be budgeted should the status quo remains. 

The day-to-day maintenance of clinics is financed from the operational vote of the 
Maintenance Section. 
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3.19 ENVIRONMENTAL HEALTH 

3.19.1 Introduction to Environmental Health 

Municipal Health Services (MHS) are entrenched in the Constitution of SA and is set out 
in various legislation. The MHS is a highly regulated environment with the following 
functions: 

• Food Safety 

• Disease Control 

• Environmental Assessments and investigations 

• Waste Management 

• Pollution Control 

• Occupational Health and Safety 

• Chemical safety 

• Vector Control 

• Water Quality Management 

The focus on the section is Food Safety, Pollution Control and Environmental 
Assessments and Investigations. The primary approach within Environmental Health 
Services is the prevention and limitation of negative and adverse impacts on the health of 
our communities and the environment. 
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3.19.2 Service Statistics for Environmental Health 


Detail 

2013/2014 

2014/2015 

Persons given health/hygiene awareness - training 
in food safety 

3,786 

2,684 

Inspection/investigations of food premises to ensure 
compliance to legislation 

3,439 

3,396 

Environmental pollution control investigations 

2,891 

3,256 

Water samples taken 

121 

102 

Food samples taken 

94 

77 

Inspections of complaints attended to ensure 
effective hygiene control 

1,436 

406 

Vector control complaints attended to 

3,309 

1557 

Foodstuff condemned (unfit for human consumption) 

21 090kg 

114 725.10kg 

Certificates of acceptability applications - 
Inspections new food premises 

219 

174 

Inspections/ investigations of general businesses 

143 

155 

Building plan inspections approved 

45 

106 
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3.19.3 Environmental Health Objectives taken from IDP 


Strategic 

Objective 

Key Performance 
Indicator 

2013/2014 

2014/2015 

2015/2016 

Revised 

Target 

Actual 

Revised 

Target 

Actual 

Target 

To ensure sustainable delivery of environmental health to all residents of Sol Plaatje 
Municipality 

To ensure 

sustainable 

delivery of 

community 

services 

(personal 

health, 

environmental 
health, 
libraries, 
parks and 
recreation, 
emergency 
and traffic 
services) to 
all residents 
of SPM 

Conduct health/hygiene 
awareness training 
sessions 

2,160 

3,786 

240 

2,684 

240 

Conduct 

Inspections/investigation 
of food premises to 
ensure compliance to 
legislation 

1,200 

3,439 

1,200 

3,396 

720 

Take Samples 
(including swabs) 
regarding food safety 
that comply to 
leqislation 

240 

94 

240 

77 

NotaKPI 

for 

2015/2016 

Environmental pollution 
control investigations 
(including complaints) 
and inspections 
conducted to ensure 
compliance to legislation 

1,800 

2,891 

1,800 

3,256 

1,800 

Take Water samples to 
ensure compliance to 
required standards for 
potable water 

120 

121 

115 

102 

NotaKPI 

for 

2015/2016 

Conduct surveys, 
inspections and attend 
to complaints to ensure 
effective vector control 

2,160 

3,309 

2,160 

1,923 

2,160 
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3.19.4 Employees: Environmental Health 


Job Level 

2013/2014 

2014/2015 

Employee 

s 

Posts 

Employee 

s 

Vacancies 

(full-time 

equivalents 

) 

Vacancies 
(as a % of 
total 
posts) 

No. 

% 

Municipal Manager and 
Senior Managers 

0 

0 

0 

0 

0 

Other Managers 

1 

1 

1 

0 

0 

Professionals 

6 

10 

6 

4 

40 

Technicians & Trade 
Workers 

0 

0 

0 

0 

0 

Clerks & Administrative 
Workers 

0 

0 

0 

0 

0 

Community & Personal 
Workers 

0 

1 

0 

1 

100 

Service and Sales 
Workers 

0 

0 

0 

0 

0 

Plant & Machine 

Operators 

0 

0 

0 

0 

0 

Elementary Occupations 

1 

3 

0 

3 

100 

Total 

8 

15 

7 

8 

53 
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3.19.5 Financial Performance 2014/2015 


Details 

2013/201 

4 

2014/2015 

Actual 

Original 

Budget 

Adjustme 
nt Budget 

Actual 

Variance 
to Budget 

R’000 

Total Operational 

Revenue 

16 

0 

0 

28 

100% 

Expenditure 

Employees 

4 528 

5 250 

5 250 

4 741 

-11% 

Repairs and Maintenance 

5 

19 

19 

0 

-100% 

Other 

283 

512 

512 

424 

-21% 

Total Operational 
Expenditure 

4 816 

5 781 

5 781 

5 165 

-12% 

Net Operational 
Expenditure 

4 776 

5 781 

5 781 

5 137 

-13% 


3.19.6 Capital Expenditure 2014/2015 

There was no capital expenditure during the period under review. 

3.19.7 Comments on Performance Overall 

In accordance with the Municipal Structures Act, the function of Municipal Health Services 
is a function of the District Municipality. However, due to capacity problems and the non- 
completion of the Section 78 assessment, the function was delivered by the 
Environmental Health Section. 

The national norm for the determination of human resource capacity is 1:10 000 (EHP per 
population). This section is at a ratio of 1:46 666. This necessitated the prioritisation of the 
functions. The section performed very well within the constraints of human, financial and 
other resources. 
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COMPONENT I: CORPORATE SERVICES 


COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 
4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 

COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 


VACANCY LIST 2014-2015 


FUNDED 


1 . 

EXERCUTIVE SECRETARY (OFFICE OF THE MAYOR) 

2. 

INTERNAL AUDITOR (RISK) 

3. 

SENIOR SUPPLY CHAIN OFFICER 

4. 

INDIGENT/ VALUATION CLERK 

5. 

LABOUR RELATIONS OFFICER 

6. 

ASSISTANT HUMAN RESOURCES OFFICER 

7. 

CHIEF REGISTRY OFFICER 

8. 

1 CLEANERS SUPERVISOR 

9. 

IT MANAGER 

10. PARKS AND RECREATION MANAGER 

11. SENIOR LIBRARIAN 

12. PUBLIC SAFETY MANAGER 

13. 2 LEARNEF3S AND LICENSE EXAMI NERS 


DRAFT 2 


CHAPTER 3 


121 




14. VEHICLE EXAMINER 

15. 12 SECURITY OFFICER5 

16. 2 SHIFT SUPERVISORS (SECURITY) 

17. TOWN PLANNER 

18. CHIEF ELECTRICIAN 

19. ELECTRICIAN 

20. SUPERI NTENDANT (ELECTRICITY) 

21. SPECIAL WORK MAN (ELECTRICITY) 

22. 4 GENERAL WORKEFIS (ELECTRICITY) 

23. SENIOR ENGINEERING TECHNICIAN (Roads) 

24. 4 GENERAL WORKERS 

25. MECHANIC 

26. ASSISTANT MECHANIC 

27. BOILER MAKER 

28. 2 GENERAL WORKERS 

29. SENIOR ENGINEERING TECHNICIAN (WATER AND SANITATION OFFICER) 

30. SENIOR WATER OPERATOR (PROCESS CONTROL) 

31. 4 GENERAL WORKERS 

32. SENIOR WASTE WATER OPERATOR 

33. LAND USE OFFICER 

34. BUILDING INSPECTOR 

35. 2 BRICK LAYERS 

36. 4 GENERAL WORKERS 
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4.6 INTRODUCTION TO WORKFORCE CAPACITY DEVELOPMENT 


ANNUAL TRAINING REPORT 2014/ 2015 


TRAINING PROGRAM 
NFIVP 


Name 

ACCREDIT ATION 

NQF LEVEL 

UNIT STANDARDS 

CREDfTS 

Neo Ikaneng 

YES 

6 


166 

Thepisho 

Makebe(lntern) 

YES 

6 


166 

Burnett Greeff 

YES 

6 


166 

Zenobia Eiman 

YES 

6 


166 












GRAP TRAINING 


Name 

ACCREDIT. ATION 

NQF LEVEL 

UNIT STANDARD5 

CREDfTS 
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Goratamang Magodonga 

NO 


0 

Chrystal Kruger 

NO 


0 

Kedisaletsi Khaziwa 

NO 


0 

Mcdonald Content 

NO 


0 


WSPTRAINING 


NAME 

ACCREDIT, ATION 

NQF LEVEL 

UNIT STANDARDS 

Eddie Thebe 

NO 

NONE 

0 

Eustace Ol 1 yn 

NO 

NONE 

0 






ELECTRICAL TRAINING 

INSTALLATION ROLES 


DRAFT 2 


CHAPTER 3 


124 


0 




NANE 

ACCREDIT ATION 

NQF LEVEL 

UNIT STANDARDS 

CREDTTS 

Moshupi Sera 

YES 















ELECTRICAL TRADE TEST PREPARATIOM 


NANE 

ACCREDIT, ATION 

NQF LEVEL 

UNIT STANDARDS 

CREDTTS 

Si pho Maj ol a 

YES 










WATER PROCESS COMTROLLI NG 


NAME 

ACCREDIT ATION 

NQF LEVEL 

UNIT STANDARDS 

CREDTTS 

Mi ke Swart 

YES 

3 



Harrison Mokgalagadi 

YES 

3 




Matebesi Majola 

YES 

3 



Nkagisang Makgetla 

YES 

3 
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Khotso Seekoei 

YES 

3 



Mamothibedi 

Segosapelo 

YES 

3 




LOCAL GOVERNNENT LAW 
(Officials) 


NAME 

ACCREDIT ATION 

NQF LEVEL 

UNIT STANDARDS 

CREDTTS 

Milton Namelang 

YES 

6 








Councillors 

NANE 

ACCREDIT ATION 

NQF LEVEL 

UNIT STANDARD5 

CREDTTS 
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Cllr Majola 

YES 




Cl 1 r Xi mba 

YES 




Cl 1 r Hans 

YES 




Cllr Manopule 

YES 










NB;Councillors withdrawn 


5 Day Professional PA and Secretaries course 


NAME 

ACCREDITATION 

NQF LEVEL 

UNIT STANDARDS 

CREDITS 

Tsegofatso Moshane 

YES 




Sharlotte Sheilamashe 

YES 










No info available as employees put themselves on the programme 


Totals 
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7 employees in Technical Department wastrained in 2014/2015 Financial year 


4 Employees in Finance underwent MFMP Program 
2 Employees in Corporate underwent a Secretaries programme 


SUPPLY CHAIN MANAGEMENT SERVICES 

The 2014/15 financial year has been the most difficult year for the Municipality, the effect of administration, poor revenue collection had negative effect on the 
overall performance of the department. The municipality improved a lot on MFMA compliance and supply chain management implementation. Significant 
performance was recognised on new budget management and reporting regulations implementation, although municipality’s budget steering committee was not 
established. 


The target in 2014/15 was to address issues raised in Auditor-General’s report of 2013/14 and improve on AG's audit opinion, to further improve on MFMA 
compliance and Revenue collection and expenditure management. The municipality prepared its Annual Financial Statements in line with GRAP standards. The 
Auditor-General disclaimed his opinion. 

FINANCIAL SUSTAINABILITY 


An Overview of the Financial Situation Magareng Local Municipality’s financial statements have been prepared on a going concern basis which is an assumption 
that the Municipality will continue with its operations for the foreseeable future. 


CONTRACTS 
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Table: Contracts entered into during the Financial Year 


NAME OF 

CONTRACT 

CONTRACT 

DESCRIPTION 

PARTIES TO 

THE 

CONTRACT 

TOTAL 

CONTRACT 

VALUE 

CONTRACT 

END 

Xerox (Bytes 

Documents) 

Photocopy 

Machine 

Xerox (Bytes 
Documents) 


September 

2013 

Juice Telecoms 

Telephone 

Systems 

Juice 

Telecoms 


September 

2015 

Syntell 

Prepaid 

Vending 

Machine; 

Syntell 

390 168.40 

Month to 

Month 

Mercedes Benz 

Leasing of the 
Mayoral Car; 

Mercedes 

Benz 

565 607.00 

April 2016 

Marsh Brokers 

Insurance of 

movable and 

Immovable 

Marsh 

923 150.00 

November 

2017 
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CREDIT RATING OF THE MUNICIPALITY 


The Municipality has not been credit rated for the year under review. 

SUPPLY CHAIN UNIT REPORT 


Service providers 

Project 

Amount 


'ECHNOLOGIES (PTY) LTD 

UPDATING AND 

MAINTENANCE OF A FIXED 

ASSET REGISTER 

R 589 910,00 

ENYANE PROPERTY CONSULTANTS 

COMPILATION OF THE 

GENERAL VALUATION ROLL 

AND SUPPLEMENTARY 

VALUATIONS AND 

MAINTENANCE THEREOF 

FOR THE FINANCIAL YEAR 
01/07/2015-30/06/2019 

R 1 145 
700,00 


IA (PTY) ltd 

WARRENTON WATER 

TREATMENT WORKS 

REFURBISHMENT 

R 4 081 
011,33 
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5TAR INVESTMENTS 369 CC 

UPGRADING OF NEW 

ROADS IN IKHUTSENG 

R 7 492 
273,80 


VIOTA STONE 

CONSTRUCTION OF 

VACUUM SEWER SYSTEM 

R 6 377 
688,50 


JIRD TRADING 206 CC 

SUPPLY AND DELIVERY OF 
ELECTRICITY TOOLS, 

MATERIALS AND 

EQUIPMENTS AT AN AS 
AND WHEN REQUIRED 
BASIS FOR THE 2014/15 
FINANCIAL YEAR 

R 506 653,97 



\ TRADE 1094 CC T/A C-PAC PUMPS 
'ES 

APPOINTMENT OF THE 

SPECIALIST SERVICE 

PROVIDER FOR THE 

ASSESSMENT OF 

MEASUREMENTS AND THE 

INSTALLATION OF SOLAR 

WATER PUMPS AT 

WINDSORTON STATION, 
WARRENTON FARM, 

MIDDLE FARM AND 

MAJENG IN WARRENTON 

R 510 120,36 
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Development and 


Nurrber of errployee v\ellness 
campaigns 


Performance Objective 


Promote positive 

human resource 

management 


V\feiglTting 

Key Performance Indicator 

Annual Target 

Budget 

PO 

KPI 

12 

4 

Number of HR Managerrent Pdides 
reviev\ed and adopted 

2 

Operational 

4 

Tumaround time to corrplete recruitmerrt 
and selection process 

3 Months 
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Development and 


Provide legal services 7 


4 

Number of reports on recruitment and 
selection processes 

04 reports 

Operational 

1 

1 

1 

1 

Copies of reports 


3 

Number of bylaAS approved by Coundl 

(V\Mer Services By-Law) 

(□ectridty By-LstA/) 

Credit Contrd By-Law) 

3 by June 2015 

Operational 


Draft 

Advert for 

Corrment 

& 

consultatio 

n 

Approved by 

Coundl 

Subrrit for 

gazetting 

Target not reached 

Due to internal capadty 

constraints 

4 

%of litigations against munidpality attended 

to 

100% 

Operational 

100% 

100% 

100% 

100% 

Register of all litigations 



Performance Objective 


Achieve employment 
equity 



Key Performance Indicator 


Employment Equity Report subnitted 
to the Department of labour 


Skills Audit Conducted 


Quarteriy Targets 

Q1 

Q2 

Q3 

Q4 







100% 




100% 



Reasons for deviations 


Copy of skills audit report 


CHAPTER 3 134 



ills 


3 

2015/2016 WDfkplace Skills Ran 

subrritted 

April 2015 

Operational 





The target was not reached 

The online subrrission was 

introduced this finandal year, Each 

SDF vwas allocated an access 

passv\ord for online subrrission. 
due to the struggle v\ith the 
password, Our SDF v\as unable to 

subrrit on time 

4 

Number of reports in the 
implementation of the \Mxk Place 

Skills Ran 

4 

Operational 

1 

1 

1 

1 

Copies of reports 


Provide file and 

archiving sen/ices 

4 

2 

Turn Around time in handling of 
correspondence 

48hrs 

Operational 

100% 

100% 

100% 

100% 

Rle Movement 


2 

Number of Reports on functionality of 
registry office 

4 

Operational 

1 

1 

1 

1 

Copies of report 
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Performance Objective 

Weighting 

Key Performance Indicator 

Armual Target 

Budget 

Quarterly Targets 

Evidence 

Reasons for deviation 

PO 

KPI 

Q1 

Q2 

Q3 

Q* 

Provide Occupational 
Health and Safety 

4 


Health and Safety Cormittee Meetings 

4 

OperationaJ 





Target not reached 

Corrrrittee is non functional 

Provide Technology 
Efficiency 

12 

4 

Nurrber of back-ups performed 

12 

OperationaJ 

3 

3 

3 

3 

Copies of reports 


4 

Turnaround time on ITTechnical protalems 

24hours 

Operational 





Register of IT queries 


4 

Number of reports uploaded on the website 

As an when 

required 

Operational 





Copiesof Reports 


Support to council 

12 

4 

Council Resdution register developed 

July 2014 

Operational 

100% 




Copy of coundl register 


4 

Corporate calendar developed 

August 14 

Operational 





Copy of calendar 


4 

Timeous distribution of council agenda 

7 days before 
rreeting 


100% 

100% 

100% 

100% 

Coundl agenda distribution 
register 
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3 A 

Performance Objective 

Weighting 

Key Performance Indicator 

Annual 

Target 

Budget 

Quarterly Targets 

Evidence 

Reasons for Deviations 



PO 

KPI 



Q1 

Q2 

Q3 

Q4 




Improve conmunication 

5 

5 

Develop a Communication Strategy 

1 

Operational 





Target Not Reached 

No Budget Provisions 

-Q '5 

a. i 
'f 

Improve Customer 

Service 

8 

4 

Customer care report 

4 

OperationaJ 

1 

1 

1 

1 

Copy of the reports 


Q 


4 

Handling of Customer Care Corrplaint 

100% 

OperationaJ 





Corrplain book 



>A 


V\teighting 





Quarterly Targets 





Performance Objective 



Key Performance Indicator 

Baseline 

Annual Target 





Evidence 

Reasons for deviations 



PO 

KPI 




QL 

Q2 

Q3 

Q4 




! 1 1 


2 

Annual v\ork plans for irrmediate 
subordinales developed 

July 2014 

Operational 

100% 




Copies of signed operational plans 


1 l 

Q- -i 

3 u Jj. 

C/> c 

•- O | 

6 

2 

Number of quarterly performance reports 

4 

Operational 

1 

1 

1 

1 

Copies of reports 


"Ō3 J 

ts <o a> 

® c o 

1 oi E 

2 > £ 
q.o = 

O) 


2 

Number of departmental rreetings held 

4 

OperationaJ 





Attendance registers and rrinutes 

Only three meetings were 

held as a result of the 

disruptions in the municipality 


■a 

= 

“ & 
š £ 1 


3 

2014/15 departmental Procurement Ran 
subrritted to Budget and Treasury Office 

July 2014 

Operational 

100% 




Gopyof plan 



= XJ OS 
= CS Q. 

2 = 

=- i g 

o 2 
o 
o 
aS 


3 

Attend Audit Queries emanating from 

Departrrent 

100% 

Operational 

100% 

100% 

100% 

100% 

List of requests from the Auditor General 
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 

4.0 ORGANISATIONAL DEVELOPMENT PERFORMANCE 


The main purpose of Organisation Development is to provide training and development 
interventions with the aim to increase the competencies of officials so that services can be 
rendered effectively. 


COMPONENT A: ST ATEMENTS OF FINANCIAL PERFORM ANCE 


INTRODUCTION TO FINANCIAL STATEMENTS 

Financial performance is one of the most critical areas in the management of the 
municipality. Finances enable the municipality to generally provide basic services as 
expected by the community in line with the mandate of local authorities as enshrined in the 
Constitution of the Republic of South Africa. Liquidity and sustainability ratio are the primary 
indicators for financial performance. The collection rate, grant dependency ratio are as 
critical for going concern ability of the municipality. 

There are many challenges that are encountered throughout the years which are outside the 
control of the municipality, these being; 

• Joblessness of people that leads to poverty 

• Rising costs of living, leaving very little in the form of disposable income 

• Increased consumer sensitivity to delayed delivery of municipal bills 

• Indigency 

• Increasing number of households (free basic houses delivered per annum) 

• Increasing costs of bulk 

• Defaulting customers 

The municipality has however, remained focused over the years and understood very well 
key issues that needed to be dealt with, if we need to make an impact on the city’s growth 
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and development agenda. Investment on new bulk as well as upgrade and refurbishment 
had been the priority and a shift is expected to move towards reticulation, which means the 
connection of households and businesses to the existing network. 

The base revenue source of the municipality is the rates and taxes on all properties, 
developed or not developed, as long as it is privately owned and owned by government. The 
municipality has adopted a policy to conduct property valuations once after every four years, 
as such the general valuation roll 2011, remained effective for the determination of rates 
revenue for the 2014/2015 financial year. 

It should be noted that the municipality discloses the financial performance results in South 
African Rands. The accrual concept has been adopted and the statements are prepared on a 
going concern basis. 


Statements of Revenue Collection Performance by vote and by source are included at 

Appendix K. 

This component provides an overview of the financial performance of the municipality and 
focuses on the financial health of the municipality. 

5.1 STATEMENTS OF FINANCI AL PERFORMANCE 
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FINANCIAL STATEMENTS 


30 JUNE 2015 


MAGARENG LOCAL MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 

MUNICIPAL VOTES CLASSIFICATION 


MAGARENG LOCAL MUNICIPALITY 


lndex 


Contents Page 


General Information 1 

Approval of the Financial Statements 2 

Report of the Auditor General 

Statement of Financial Position 3 

Statement of Financial Performance 4 

Statement of Changes In Net Assets 5 
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Cash Flow Statement 6 

Statement of comparison of budget and actual amounts - Statement 

of financial position 7 - 8 

Statement of comparison of budget and actual amounts - Statement 

of financial performance 9 - 10 

Statement of comparison of budget and actual amounts - Cash 

flow statement 11 - 12 

Accounting Policies 13 - 42 

Notes to the Financial Statements 43 - 76 

APPENDICES - Unaudited 

A Schedule of External Loans 77 

B Segmental Statement of Financial Performance - Municipal Votes 78 

C Segmental Statement of Financial Performance 79 

D Disclosure of Grants and Subsidies In Terms of Section 123 of 80 

MFMA, 56 of 2003 
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MAGARENG LOCAL MUNICIPALITY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2015 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Magareng Municipality is a local municipality performing the functions as set out in the Constitution. (Act 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Ac 
1998) 

JURISDICTION 

The Magareng Municipality includes the following areas: 

Warrenton Molekos Farm 

Ikhutseng Sydneys Hope 

Windsorton 

Warrenvale Station 

Majeng 

MUNICIPAL MANAGER 

Mr M.L. Mokoena (Acting) 

CHIEF FINANCIAL OFFICER 

Mr O.M. Phasha 
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REGISTERED OFFICE 

Magrieta Prinsloo Street, Warrenton, 8530 

AUDITORS 

Office of the Auditor General (Kimberley) 

PRINCIPLE BANKERS 

FIRST NATIONAL Bank, Uys Street, Warrenton,8530 

ATTORNEYS 

Matthews and Partners, 33 Park road, Belgravia, Kimberley, 8301 

RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Employment Equity Act (Act no 55 of 1998) 
Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 
Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastructure Grants 
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MEMBERS OF THE 
MAGARENG LOCAL 
MUNICIPALITY 


WARD 

COUNCILLOR 

1 

E.M. Hans 

2 

V.M. Ximba 

3 

G.E. Manopole (Mayor) 

4 

W.D. Jones (Resigned April 2015) 

4 

A.K.Zaliza (Started June 2015) 

5 

.J. Potgieter 

Proportional 

O.M. Majola 

Proportional 

J. Louw 

Proportional 

M.R. Moleko 
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Proportional 


S.P. Mnqathula(Left November 2014) 


APPROVAL OF FINANCIAL STATEMENTS 


I acknowledge that I am ultimately responsible for the system of internal financial control and that the system of internal control 
provides reasonable assurance that the financial records can be relied on. 
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I have reviewed the Municipality's cash flow forecast for the year to 30 June 2015 and is satisfied that the Municipality can 
continue in operational existence for the foreseeable future. 


The external auditors are responsible for independently reviewing and reporting on the Municipality’s financial statements. 


I certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework envisaged in Section 
219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of Corporative Governance 
determination in accordance with this Act. 


31 August 2015 


Mr M.L. Mokoena (Acting) 


Date 


STATEMENT OF FINANCIAL 
POSITION AT 30 JUNE 2015 


Notes 


2015 

R 


29 504 119 

31 676 21 

72 974 201 

65 284 6: 

0,40 

0/ 
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(Actual) 


(Restated) 


NET ASSETS AND 
LIABILITIES 


204 232 

Net Assets 478 131 161 156 

Accumulated 204 232 

Surplus/(Deficit) 478 131 161 156 

20 10 

Non-Current Liabilities 877 674 469 908 

Long-term Liabilities 2 - 323 964 
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Employee benefits 3 

10 8 

394 337 725 186 

Non-Current Provisions 4 

6 1 

534 337 420 758 

Non-Current Payables 7 

3 

949 000 


Current Liabilities 

72 65 

974 201 284 635 


Consumer Deposits 5 

666 660 617 683 

Current Employee benefits 6 

3 3 

407 313 295 791 

Payables from exchange 
transactions 7 

54 39 

442 190 778 271 

Unspent Conditional s 

Government Grants and 

14 21 
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Receipts 


134 074 


471 490 


Current Portion of Long-term 
Liabilities 


Total Net Assets and 
Liabilities 


ASSETS 


Non-Current Assets 


Property, Plant and 
Equipment 


2 


323 964 


121 401 


298 
330 007 


307 

915 699 


268 
825 887 


276 

239 426 


10 


256 
553 706 


268 

851 742 
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Investment Property 11 

Intangible Assets 12 

Heritage Assets 13 

Capitalised Restoration 
Costs 14 


Current Assets 


Inventory 35 

Receivables from exchange 
transactions 16 

17 

Receivables from non- 


6 

812 274 


395 953 


179 457 


31 

676 273 


415 738 
12 

646 793 

1 


6 

770 544 

316 806 

5 

184 832 

29 

504 119 

71 280 

2 

526 306 

2 
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exchange transactions 


025 046 


624 114 


Unpaid Conditional 

Government Grants and 
Receipts 8 


Operating Lease Asset 18 

Taxes 9 

Cash and Cash Equivalents 19 


24 114 
20 

355 350 
4 

502 023 


22 308 
16 

087 759 


879 561 


Total Assets 


298 
330 007 


307 

915 699 
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STATEMENT OF 
FINANCIAL 

PERFORMANCE FOR THE 
YEAR ENDED 30 JUNE 
2015 


2015 

Notes (Actual) 

R 


REVENUE 


Revenue from Non- 

exchange Transactions 64 658 827 
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2014 

(Restated) 

R 


58 520 702 


Taxation Revenue 


4 725 901 


Property taxes 


20 


4 725 901 


Transfer Revenue 


59 869 574 


Government Grants and 

Subsidies 21 59 869 574 


Other Revenue 


63 352 
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4 522 649 


4 522 649 


46 696 985 


46 696 985 


7 301 068 


Actuarial Gains 


3 


Contributed PPE 

Fines 63 352 


Revenue from Exchange 

Transactions 35 527 829 


Service Charges 22 

Rental of Facilities and 
Equipment 

Interest Earned - external 
investments 

Interest Earned - outstanding 
debtors 


29 322 808 

29 504 

171 384 

5 444 576 
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208 435 


6 890 172 
202 461 


30 957 518 


24 097 138 

52 995 

240 183 


5 199 344 


Licences and Permits 347 411 

Other Income 23 212 146 


Total Revenue 


100 186 656 


EXPENDITURE 


Employee related costs 

24 

30 426 859 

Remuneration of Councillors 

25 

2 324 459 

Debt Impairment 

26 

23 035 332 


27 

30 323 493 


Depreciation and 
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397 060 


970 798 


89 478 220 


27 695 418 
2 893 209 
2 637 393 


30 108 065 


Amortisation 


Repairs and Maintenance 


2 734 499 

Actuarial losses 

3 

499 166 

Finance Charges 

28 

1 083 002 

Bulk Purchases 

29 

22 583 132 

Contracted services 

30 

2 481 737 

Stock Adjustments 

29 

- 

Operating Grant Expenditure 

31 

- 

General Expenses 

32 

12 377 997 

Total Expenditure 


127 869 676 
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3 601 951 
366 429 
992 194 
16 626 554 
3 301 819 
2 133 809 

15 707 689 


106 064 530 


SALBC Leave Regulations 


NET SURPLUS/(DEFICIT) 
FORTHE YEAR 


(27 683 020) 


(16 586 310) 


TB 


27 683 020 


16 586 312 


Difference 


2 
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2015 


Balance at 30 JUNE 2013 

Correction of error - Refer to note 33.03 

Restated Balance at 1 JULY 2013 

Net Deficit for the year 

Correction of error - Refer to note 33.04 

Rounding 

Balance at 30 JUNE 2014 

Net Deficit for the year 
Rounding 


Accumulated 

Surplus/ 

(Deficit) 

Total 

R 

R 

322 795 733 

322 795 733 

(74 048 274) 

(74 048 274) 

248 747 460 

(4 464 672) 

(12 121 640) 

8 

248 747 460 

(4 464 672) 

(12 121 640) 

(8) 

232 161 156 

232 161 140 

(27 683 020) 

(5) 

(27 683 020) 

5 
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Balance at 30 JUNE 2015 


204 478 131 


204 478 125 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2015 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 

Government 

Interest 

Payments 

Suppliers and employees 
Finance charges 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 


30 JUNE 



30 JUNE 2015 

2014 


(Actual) 

(Restated) 

Notes 

R 

R 


664 

15 

685 

14 

808 

153 

159 

52 

532 

57 

569 

006 

960 

5 

615 

5 

527 

439 




(55 

136 

(63 801 


203) 



589) 



(1 

083 

(992 

28 

002) 



194) 



17 

614 

11 806 

34 

578 



122 

10 


(17 

868 

(10 919 
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(17 868 (10 919 

Net Cash from Investing Activities 689) 027) 


CASH FLOW FROM FINANCING ACTIVITIES 


(121 


(111 

Loans repaid 

401) 

3 949 

618) 


New agreements raised 

000 

48 

" 

33 

Increase in Consumer Deposits 

977 


314 


Rounding 

(3) 



6 



3 876 


(78 

Net Cash from Financing Activities 

573 


298) 


NET INCREASE IN CASH AND CASH 


3 622 


808 

EQUIVALENTS 

462 


797 


Cash and Cash Equivalents at the beginning of the 


879 


70 

year 

561 

4 502 

764 

879 

Cash and Cash Equivalents at the end of the year 

35 023 


561 



NET INCREASE IN CASH AND CASH 
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EQUIVALENTS 


462 


3 622 


797 


808 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2015 

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 



2015 

2015 

201 


R 

R 

R 


(Actual) 

(Final Budget) 

(Variai 

ASSETS 




Current assets 




Cash 

4 279 081 

500 000 

3 779 081 

Call investment deposits 

222 942 

2 200 000 

(1 977 058) 

Consumer debtors 

3 992 165 

12 441 626 

(8 449 461) 

Other Receivables 

20 938 651 

1 000 000 

19 938 651 
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Current portion of long-term receivables 
Inventory 


71 280 


6 000 000 
1 000 000 


(6 000 000 ) 
(928 720) 


Total current assets 

29 504 119 

23 141 626 

6 362 493 

Non current assets 




Long-term receivables 

- 

- 

- 

Investments 

- 

- 

- 

Investment property 

6 770 544 

7 229 011 

(458 467) 

Property, plant and equipment 

261 738 538 

250 636 160 

11 102 377 

Biological Assets 

- 

- 

- 

Intangible Assets 

316 806 

762 743 

(445 937) 

Heritage Assets 

- 

- 

- 

Total non current assets 

268 825 887 

258 627 914 

10 197 973 

TOTAL ASSETS 

298 330 007 

281 769 540 

16 560 466 


LIABILITIES 




Current liabilities 




Bank overdraft 

- 

- 

- 

Borrowing 

323 964 

- 

323 964 

Consumer deposits 

666 660 

584 370 

82 290 

Trade and other payables 

68 576 264 

56 000 000 

12 576 264 

Provisions and Employee Benefits 

3 407 313 

- 

3 407 313 

Total current liabilities 

72 974 201 

56 584 370 

16 389 831 
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Non current liabilities 

Borrowing 


Provisions and Employee Benefits 16 928 674 9 981 952 6 946 722 


Total non current liabilities 16 928 674 9 981 952 6 946 722 


TOTAL LIABILITIES 89 902 875 66 566 322 23 336 553 


NET ASSETS 


89 902 875 


215 203 218 


(125 300 343) 


COMMUNITY WEALTH 

Accumulated Surplus/(Deficit) 
Reserves 

TOTAL COMMUNITY WEALTH/EQUITY 


204 478 131 215 203 218 (10 725 087) 


204 478 131 215 203 218 (10 725 087) 


MAGARENG LOCAL MUNICIPALITY 
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2015 

ADJUSTMENTS TO APPROVED BUDGET 

2015 2015 201 

R R R 

(Approved Budget) (Adjustments) (Final Br 
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ASSETS 
Current assets 

Cash 500 000 

Call investment deposits 2 200 000 

Consumer debtors 12 441 626 

Other Receivables 1 000 000 

Current portion of long-term receivables 6 000 000 

Inventory 1 000 000 


500 000 
2 200 000 
12 441 626 
1 000 000 
6 000 000 
1 000 000 


Total current assets 


23 141 626 


23 141 626 


Non current assets 

Long-term receivables 
Investments 

Investment property 7 229 011 

Property, plant and equipment 250 636 160 

Biological Assets 

Intangible Assets 762 743 

Heritage Assets 


7 229 011 
250 636 160 

762 743 


Total non current assets 


258 627 914 


258 627 914 


TOTAL ASSETS 


281 769 540 


281 769 540 


LIABILITIES 
Current liabilities 

Bank overdraft 
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584 370 
56 000 000 


584 370 
56 000 000 


Borrowing 

Consumer deposits 

Trade and other payables 

Provisions and Employee Benefits 

584 370 - 584 370 

56 000 000 - 56 000 000 

Total current liabilities 

56 584 370 - 56 584 370 

Non current liabilities 

Borrowing 

Provisions and Employee Benefits 

9 981 952 - 9 981 952 

Total non current liabilities 

9 981 952 - 9 981 952 

TOTAL LIABILITIES 

66 566 322 - 66 566 322 

NET ASSETS 

215 203 218 - 215 203 218 

COMMUNITY WEALTH 

Accumulated Surplus/(Deficit) 

Reserves 

215 203 218 - 215 203 218 

TOTAL COMMUNITY WEALTH/EQUITY 

215 203 218 - 215 203 218 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE : 
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COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 



2015 

2015 



R 

R 



(Actual) 

(Final Buget) 

0 

REVENUE BY SOURCE 




Property rates 

4 725 901 

4 897 563 

(171 

Property rates - penalties & collection charges 

- 

700 000 

(700 

Service charges 

29 322 808 

31 497 579 

(2 17; 

Rental of facilities and equipment 

29 504 

30 000 


Interest earned - external investments 

171 384 

323 302 

(151 

Interest earned - outstanding debtors 

5 444 576 

6 635 000 

(1 19C 

Dividends received 

- 

- 


Fines 

63 352 

158 750 

(95 

Licences and permits 

347 411 

438 500 

(91 

Agency services 

- 

6 250 

(6 

Government Grants and Subsidies - Operating 

42 464 307 

30 328 692 

12 13E 

Other revenue 

212 146 

1 414 951 

(1 20C 

Gains on disposal of PPE 

- 

200 000 

(200 

Total Operating Revenue 

82 781 389 

76 630 587 

6 15C 

EXPENDITURE BY TYPE 




Employee related costs 

30 426 859 

32 690 687 

(2 26C 


DRAFT 2 


CHAPTER 5 


166 


Remuneration of councillors 

2 324 459 

3 119 260 

(794 

Debt impairment 

23 035 332 

18 852 959 

4 182 

Depreciation & asset impairment 

30 323 493 

11 186 314 

19 132 

Finance charges 

1 083 002 

100 000 

983 

Bulk purchases 

22 583 132 

13 839 713 

8 742 

Other materials 

- 

- 


Contracted services 

2 481 737 

2 177 500 

304 

Grants and subsidies paid 

- 

6 761 000 

(6 76] 

Other expenditure 

15 611 662 

17 134 848 

(1 52] 

Loss on disposal of PPE 

- 

- 


Total Operating Expenditure 

127 869 676 

105 862 279 

22 002 

Operating Deficit for the year 

(45 088 287) 

(29 231 692) 

(15 85C 

Government Grants and Subsidies - Capital 

17 405 267 

21 487 000 

(4 08] 

Net Deficit for the year 

(27 683 020) 

(7 744 692) 

(19 93f 


MAGARENG LOCAL MUNICIPALITY 
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE : 

ADJUSTMENTS TO APPROVED BUDGET 
2015 2015 
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R 

R 



(Approved Budget) 

(Adjustments) 

(Fi 

REVENUE BY SOURCE 




Property rates 

4 897 563 

- 

4 897 

Property rates - penalties & collection charges 

1 000 000 

(300 000) 

700 

Service charges 

29 455 356 

2 042 223 

31497 

Rental of facilities and equipment 

60 000 

(30 000) 

30 

Interest earned - external investments 

1 003 500 

(680 198) 

323 

Interest earned - outstanding debtors 

6 490 000 

145 000 

6 63E 

Dividends received 

- 

- 


Fines 

1 012 500 

(853 750) 

158 

Licences and permits 

426 500 

12 000 

438 

Agency services 

12 500 

(6 250) 

6 

Government Grants and Subsidies - Operating 

39 351 000 

(9 022 308) 

30 32E 

Other revenue 

618 500 

796 451 

1412 

Gains on disposal of PPE 

1 987 630 

(1 787 630) 

200 

Total Operating Revenue 

86 315 049 

(9 684 462) 

76 63C 

EXPENDITURE BY TYPE 




Employee related costs 

33 857 392 

(1 166 705) 

32 69C 

Remuneration of councillors 

3 119 260 

- 

3 11E 

Debt impairment 

18 852 959 

- 

18 852 

Depreciation & asset impairment 

11 186 314 

- 

11 18C 
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Finance charges 

100 000 

- 


Bulk purchases 

16 739 713 

(2 900 000) 


Other materials 

- 

- 


Contracted services 

2 842 000 

(664 500) 


Grants and subsidies paid 

6 761 000 

- 


Other expenditure 

21 829 507 

(4 694 659) 


Loss on disposal of PPE 


- 


Total Operating Expenditure 

115 288 143 

-9 425 864 


Operating Deficit for the year 

(28 973 094) 

(258 598) 


Government Grants and Subsidies - Capital 

22 287 000 

(800 000) 



Net Deficit for the year (6 686 094) (1 058 598) 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2015 


100 
13 839 

2 177 
6 76] 
17 132 


105 862 


(29 23] 
21487 


(7 74; 
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COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 


2015 

2015 

2015 

R 

R 

R 

(Actual) 

(Final Buget) 

(Variance) 


Ratepayers and other 

15 685 664 

27 535 706 

(11 850 042) 

Government - operating 

27 874 926 

30 328 692 

(2 453 766) 

Government - capital 

24 657 233 

21 487 000 

3 170 233 

Interest 

5 615 960 

6 958 302 

(1 342 342) 

Dividends 

" 

- 

" 

Suppliers and Employees 

(55 136 203) 

(68 656 316) 

13 520 113 

Finance charges 

(1 083 002) 

(100 000) 

(983 002) 

Transfers and Grants 

- 

(6 963 000) 

6 963 000 


17 614 578 

10 590 384 

- 


LONG-TERM LIABILITIES 

Capitalised Lease Liability - At amortised cost 
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Current Portion transferred to Current Liabilities 


Capitalised Lease Liability - At amortised cost 

Total Long-term Liabilities - At amortised cost using the effective interest rate method 

The obligations under finance leases are scheduled below: 

Amounts payable under finance leases: 

Payable within one year 
Payable within two to five years 
Payable after five years 

Less: Future finance obligations 

Present value of lease obligations 

The capitalised lease liability consist out of the following contracts: 

Supplier 

Mercedes-Benz Financial Services 


Description of leased item 

Motor vehicles 


Effective Interest rate 


8 . 51 % - 9 . 26 % 
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Refer to Appendix A for descriptions, maturity dates and effective interest rates of structured loans and finance. 


EMPLOYEE BENEFITS 

Post Retirement Benefits - Refer to Note 4.1 
Long Service Awards - Refer to Note 4.2 

Total Non-current Employee Benefit Liabi I ities 


Post Retirement Benefits 


Balance 1 July 
Contribution for the year 
Interest Cost 
Expenditure for the year 
Actuarial Loss 

Total post retirement benefits 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


Lona Service Awards 

Balance 1 July 
Contribution for the year 
Interest Cost 
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3,1 


Expenditure for the year 
Actuarial (Gain) 

Total long service 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


TOTAL NON-CURRENT EMPOLYEE BENEFITS 


Balance 1 July 
Contribution for the year 
Interest cost 
Expenditure for the year 
Actuarial Loss/(Gain) 

Total employee benefits 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


EMPLOYEE BENEFITS (CONTINUE) 
Post Retirement Benefits 


The Post Retirement Benefit Plan is a defined benefit plan, of which the members are made up as follows: 
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In-service (employee) members 

In-service (employee) non-members 

Continuation members (e.g. Retirees, widows, orphans) 

Total Members 


The liability in respect of past service has been estimated to be as follows: 

In-service (employee) members 

In-service (employee) non-members 

Continuation members (e.g. Retirees, widows, orphans) 

Total Liability 


The liability in respect of periods commencing prior to the comparative year has been estimated as follows: 


In-service members 
Continuation members 

Total Liability 


Experience adjustments were calculated as follows: 


2015 

Rm 
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Liabilities: (Gain) / loss 
Assets: Gain / (loss) 


0,427 


The municipality makes monthly contributions for health care arrangements to the following medical aid schemes: 

Bonitas; 

LA Health 
Samwumed; and 
Keyhealth. 

Key actuarial assumptions used: 

i) Rate of interest 

Discount rate 

Health Care Cost Inflation Rate 
Net Effective Discount Rate 


Discount Rate: GRAP 25 stipulates that the choice of this rate should be derived from high quality corporate bond yields. However, where the market in these bonds is 
on government bonds consistent with the estimated term of the post-employment liabilities 
Consequently, a discount rate of 9.08% per annum has been used. The corresponding index-linked yield at this term is 1.80%. These rates do not reflect any adjustmer 
deduced from the JSE Zero Coupon bond yield after the market close on 30 June 2015. 

ii) Mortality rates 

The PA 90 ultimate table, rated down by 1 year of age was used by the actuaries. 

iii) Normal retirement age 
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It has been assumed that in-service members will retire at age 63, which then implicitly allows for expected rates of early and ill-health retirement. 

The amounts recognised in the Statement of Financial Position are as follows: 

Present value of fund obligations 

Total Liability 

The fund is wholly unfunded. 

The municipality has elected to recognise the full increase in this defined benefit liability immediately as per IAS 19, Employee Benefits, paragraph 155 (a). 

EMPLOYEE BENEFITS (CONTINUE) 

Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Paid 

Actuarial losses 

Present value of fund obligation at the end of the year 
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Less: 


Transfer of Current Portion - Note 6 


Balance 30 June 


Sensitivity Analysis on the Accrued Liability 


Assumption 

Change 

In-service members liability 
(Rm) 

Central Assumptions 


6,814 

Health care inflation 

+1% 

8,286 

Health care inflation 

-1% 

5,657 

Discount Rate 

+1% 

5,674 

Discount Rate 

-1% 

8,288 

Post-retirement mortality 

-1 year 

7,065 

Average retirement age 

-1 year 

7,430 

Continuation of membership at retirement 

-10% 

5,310 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2015 



Assumption 

Change 

Current-service Cost 
(R) 

Centrai Assumption 


535 400 

Health care inflation 

+1% 

669 600 

Health care inflation 

-1% 

432 700 

Discount Rate 

+1% 

438 200 

Discount Rate 

-1% 

663 700 

Post-retirement mortality 

-1 year 

554 700 

Average retirement age 

-1 year 

582 200 
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Continuation of membership at retirement -10% 410 500 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2016 

Current-service Cost 

Assumption Change (R) 

Central Assumption 595 900 

Health care inflation +1% 741 300 

Health care inflation -1% 484 200 

Discount Rate +1% 490 300 

Discount Rate -1% 734 700 

Post-retirement mortality -1 year 617 300 

Average retirement age -1 year 593 600 

Continuation of membership at retirement -10% 465 700 

3,2 Long Service Bonuses 

The Long Service Bonus plans are defined benefit plans. 

As at year end, the following number of employees were eligible for Long Service Bonuses. 


Key actuarial assumptions used: 

i) Rate of interest 

Discount rate 

General Salary Inflation (long-term) 

Net Effective Discount Rate applied to salary-related Long Service Bonuses 
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Discount Rate: GRAP 25 stipulates that the choice of this rate should be derived from high quality corporate bond yields. However, where the market in these bonds is 
bonds consistent with the estimated term of the liabilities 

Consequently, a discount rate of 8.05% per annum has been used. This is derived by using a liability-weighted average of the yields corresponding to the average tern 
employee. The corresponding liability-weighted index-linked yield is 1.37%. These rates do not reflect any adjustment for taxation. These rates were deduced from 
Coupon bond yield after the market close on 30 June 2015. 

The amounts recognised in the Statement of Financial Position are as follows: 

Present value of fund obligations 

Net liability 


The liability in respect of periods commencing prior to the comparative year has been estimated as follows: 


Total Liability 


Experience adjustments were calculated as follows: 

Liabilities: (Gain) / loss 
Assets: Gain / (loss) 
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The municipality performed their first actuarial valuation on 30 June 2012. Thus there are no experience adjustment figures available on or before 30 June 2012 to 
fully comply with GRAP 25 

Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Paid 

Actuarial (gains) 

Present value of fund obligation at the end of the year 
Less: Transfer of Current Portion - Note 6 


Balance 30 June 


EMPLOYEE BENEFITS (CONTINUE) 

Sensitivity Analysis on the Unfunded Accrued Liability 


Assumption 

Central assumptions 
General salary inflation 
General salary inflation 
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Discount Rate 
Discount Rate 
Average retirement age 
Average retirement age 
Withdrawal rates 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2015 


Current-service Cost 


Assumption 

Change 


Central Assumption 


156 100 

Health care inflation 

+1% 

169 700 

Health care inflation 

-1% 

144 100 

Discount Rate 

+1% 

143 600 

Discount Rate 

-1% 

170 600 

Average retirement age 

-2 year 

144 200 

Average retirement age 

+2 year 

171 400 

Withdrawal rates 

-50% 

210 000 


Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2016 


Current-service Cost 


Assumption 

Change 


Central Assumption 


200 100 

Health care inflation 

+1% 

218 100 

Health care inflation 

-1% 

184 100 

Discount Rate 

+1% 

185 200 

Discount Rate 

-1% 

217 200 

Average retirement age 

-2 year 

181 500 

Average retirement age 

+2 year 

217 500 

Withdrawal rates 

-50% 

268 300 
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3,3 


Retirement funds 


The Municipality requested detailed employee and pensioner information as well as information on the Municipality’s share of the Pension and Retirement Funds’ assets from tf 
administrator confirmed that assets of the Pension and Retirement Funds are not split per participating employer. Therefore, the Municipality is unable to determine the value of the 
25. 

As part of the Municipality’s process to value the defined benefit liabilities, the Municipality requested pensioner data from the fund administrator. The fund administrator clair 
confidential and were not willing to share the information with the Municipality. Without detailed pensioner data the Municipality was unable to calculate a reliable estimate of tl 
pensioners who qualify for a defined benefit pension. 


Therefore, although the Cape Joint Retirement Fund is a Multi Employer fund defined as defined benefit plan, it will be accounted for as defined contribution plan. All the require 
defined in GRAP 25.31. 


CAPE JOINT PENSION FUND 


The contribution rate payable is 9% by members and 18% by Council. The last actuarial valuation performed for the year ended 30 June 2014 revealed that the fund is in a sound 
level of 99.9% (30 June 2013 - 100.2%). 


DEFINED CONTRIBUTION FUNDS 


The contribution rate payable is 9% by members and 18% or 23.06% by Council, till 31 August 2014. The last actuarial valuation performed for the year ended 30 June 2014 reve 
financial position with a funding level of 101.70% (30 June 2013 - 99.20%). Whilst this has increased since the previous actuarial valuations it is still within the Registrar's normal 
95% funding level, provided that the previous statutory valuation reflected at least a 99.4% funding level. 
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Contributions paid recognised in the Statement of Financial Performance 


NON-CURRENT PROVISIONS 

Provision for Rehabilitation of Landfill-sites 

Total Non-current Employee Benefit Liabi I ities 

Landfill Sites 

Balance 1 July 
Increase in Estimate 
Unwinding of discounted interest 

Total provision 30 June 

Less: Transfer of Current Portion to Current Provisions 

Balance 30 June 


The municipality has an obligation to rehabilitate landfill sites at the end of the expected usefull life of the asset. Total cost and estimated date of decommission of the sites are as fc 


Location 


Estimated decommission date 
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Warrenton 


2019 


Material Assumtions used 

Area of landfill site consumed 

Warrenton 
Discount Rate used 


The discount rate used the calculate the present value of the rehabilitation costs at each reporting period is based on a calculated risk free rate as determined by the municipality. 
investment rate the municipality can obtain from an A grade financial institution. This rate used is also within the inflation target range of the South African Reserve Bank of between 

The licence of the landfill site is currently issued to Frances Baard District Municipality and must still be transferred to Magareng Municipality. 


CONSUMER DEPOSITS 

Electricity 

Water 

Total Consumer Deposits 
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CURRENT EMPLOYEE BENEFITS 


Current Portion of Post Retirement Benefits - Note 3 
Current Portion of Long-Service Provisions - Note 3 
Staff Leave 

Staff Bonuses accrued 

Total Current Employee Benefits 


The movement in current employee benefits are reconciled as follows: 

Staff Leave 


Balance at beginning of year 
Contribution to current portion 
Expenditure incurred 

Balance at end of year 


Staff leave accrued to employees according to collective agreement. Provision is made for the full cost of accrued leave at reporting date. This provision will be realised as em 
possibility of reimbursement. 
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CURRENT EMPLOYEE BENEFITS (CONTINUE) 
Staff Bonuses accrued 


Balance at beginning of year 
Contribution to current portion 

Balance at end of year 


Bonuses are being paid to all municipal staff, excluding section 57 Managers. The balance at year end represent to portion of the bonus that have already vested for the current sa 
of reimbursement. 


PAYABLES FROM EXCHANGE TRANSACTIONS 


Trade Payables 

Payments received in advance 
Deposits received 

Salary deductions and unknown deposits on bank statements 
LESS: Non-current Payables 

Total Payables from Exchange transactions 


All payables are unsecured. 

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 
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Unspent Grants 


9,1 


National Government Grants 
Provincial Government Grants 
District Municipality 


Less: Unpaid Grants 


National Government Grants 
Provincial Government Grants 
District Municipality 


Total Conditional Grants and Receipts 


See appendix "D" for reconciliation of grants from other spheres of government. The municipality complied with the conditions attached to all grants received to the extent of rever 
394 000 grants were withheld. 

Unspent grants can mainly be attributed to projects that are work in progress on the relevant financial year-ends. 

TAXES 

VAT PAYABLE 

VAT Payable 
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Total Vat payable 


9.2 VAT RECEIVABLE 

VAT receivable 

Total VAT receivable 

9.3 VAT DEBT IMPAIRMENT 

VAT Debt Impairment 

Total VAT Debt Impairment 

9.4 NET VAT RECEIVABLE/(PAYABLE) 


VAT is receivable/payable on the cash basis. 


PROPERTY, PLANT AND EQUIPMENT 

See attached sheet 
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PROPERTY, PLANT AND EQUIPMENT 


See attached sheet 


PROPERTY, PLANT AND EQUIPMENT (CONTINUE) 

Third party payments received for losses incurred: 

Payments received (Excluding VAT) 

Carrying value of assets written off/lost 

Surplus/Deficit 


Impairment of property plant and equipment for the year 

Impairment charges on Property, plant and equipment recognised in statement of financial performance 

Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 


Reversal of impairment charges on property plant and equipment for the year 
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Impairment charges on Property, plant and equipment recognised in statement of financial performance 


Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 


Cumulative impairment charges included in major balances 

Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 


Effect of changes in accounting estimates 


There were no change in accounting estimate as GRAP 17 was only fullly implemented during the current year ander review due to Directive 4. 
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Effect on Property, plant and equipment 


INVESTMENT PROPERTY 
Net Carrying amount at 1 July 

Cost 

Accumulated Depreciation 
Depreciation for the year 

Net Carrying amount at 30 June 

Cost 

Accumulated Depreciation 


There are no restrictions on the realisability of Investment Property or the remittance of revenue and proceeds of disposal. 
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There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or enhancements. 
Revenue derived from the rental of investment property 

Operating expenditure incurred on properties generating revenue 

Operating expenditure incurred on properties not generating revenue 


INTANGIBLE ASSETS 

Computer Software 

Net Carrying amount at 1 July 

Cost 

Accumulated Amortisation 
Amortisation 

Net Carrying amount at 30 June 

Cost 

Accumulated Amortisation 
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The following material intangible assets are included in the carrying value above 


Description 


Remaininq Amortisation 

Period 


E-Venus Financial Management System 


4 


No Intangible Asset Were Assessed Having An Indefinite Useful Life. 

There are no internally generated intangible assets at reporting date. 

There are no intangible assets whose title is restricted. 

There are no intangible assets pledged as security for liabilities 

There are no contractual commitments for the acquisition of intangible assets. 


HERITAGE ASSETS 

Net Carrying amount at 1 July 

Acquisitions 

Disposals 

Impairments 

Reversal of Impairment losses 

Transfers from Property, Plant and equipment 

Net Carrying amount at 30 June 
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Cost 

Accumulated Impairment 


There are no restrictions on the realisability of Heritage Assets or the remittance of revenue and proceeds of disposal. 

There are no contractual obligations to purchase, construct or develop Heritage Assets or for repairs, maintenance or enhancements. 
There are no Heritage Assets pledged as security for liabilities 

Third party payments received for losses and impairments incurred: 

Payments received (Excluding VAT) 

Carrying value of assets written off/lost/impaired 

Surplus/Deficit 


CAPITALISED RESTORATION COST 
Net Carrying amount at 1 July 

Additions 

Depreciation 

Impairment 
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Net Carrying amount at 30 June 


Cost 

Accumulated Depreciation 
Accumulated Impairments 


Refuse tip-sites financed by way of a provision recognised previously not recognised - Refer to note 4 

INVENTORY 

Water - at cost 
Maintenance materials 
Stores 

Total Inventory 


RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Service Receivables 

Electricity 

Water 

Refuse 

Sewerage 

Housing Rental 

Other 
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Total Service Receivables 

Less: Provision for Debt Impairment 

Net Service Receivables 


Other Receivables 

Other Arrears 

Total Other Receivables 

Less: Provision for Debt Impairment 

Net Other Receivables 


Total Net Receivables from Exchange Transactions 


Consumer debtors are are payable within 30 days. This credit period granted is considered to be consistent with the terms used in the public sector, through established practice 
trade and other receivables on initial recognition is not deemed necessary 

Ageing of Receivables from Exchange Transactions: 

( Electricitv ): Acieinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 
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Total 


(Water): Ageinct 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


( Refuse ): Ageing 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


(Sewerape): Aqeinq 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


DRAFT 2 


CHAPTER 5 


197 


RECEIVABLES FROM EXCHANGE TRANSACTIONS (CONTINUE) 

(Housinq Rental ): Acteinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


(Other): Aqeinq 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


(Totai): Aqeinq 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 
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Total 


Reconciliation of Provision for Bad Debts 

Balance at beginning of year 
Contribution to provision/reversal of provision 
Bad Debts Written Off 

Balance at end of year 


The Provision for Impairment could be allocated between the different classes of receivables as follows: 

Electricity 

Water 

Refuse 

Sewerage 

Housing Rental 

Other 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Rates 

Other Receivables 
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Total Receivables from Non-Exchange Transactions 

Less: Allowance for Doubtful Debts 

Total Net Receivables from Non-Exchange Transactions 


Rates debtors are payable within 30 days. This credit period granted is considered to be consistent with the terms used in the public sector, through established practices and 
debtors are not performed in terms of GRAP 104 on initial recognition. 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS (CONTINUE) 

Ageing of Receivables from Non-Exchange Transactions: 

( Rates ): Acieinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


Reconciliation of Provision for Bad Debts 

Balance at beginning of year 
Contribution to provision/reversal of provision 
Bad Debts Written Off 
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Balance at end of year 


18,1 


The entire provision for bad debts relates to the outstanding rates balance. 


OPERATING LEASE ARRANGEMENTS 
The Municipality as Lessor (Asset) 

Balance on 1 July 

Movement during the year 


Balance on 30 June 


At the Statement of Financial Position date, where the municipality acts as a lessor under operating leases, it will receive operating lease income as follows: 


Up to 1 Year 
1 to 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


This relates to a 9 years 11 months lease agreement with MTN as Lessee for land on which a cell phone tower was erected. This lease commenced in October 2010 
commenced in October 2010 and escalates at 8% per year. 
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This lease income was determined from contracts that have a specific conditional income and does not include lease income which has a undetermined conditional income. 


The municipality does not engage in any sub-lease arrangements. 
The municipality did not receive any contingent rent during the year 
Provide further detail regarding contingent rent 


CASH AND CASH EQUIVALENTS 
Assets 

Call Investments Deposits 
Primary Bank Account 

Balance previously reported 
Correction of error - Refer to note 

Cash Floats 

Total Cash and Cash Equivalents - Assets 


Liabilities 

Primary Bank Account 


Total Cash and Cash Equivalents - Liabi lities 
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Cash and cash equivalents comprise cash held and short term deposits. The carrying amount of these assets approximates their fair value. 
The municipality has the following bank accounts: 

Current Accounts 

ABSA Bank - Cheque Account - 2290000036: 

First National Bank - Account - 62314181075: 


First National Bank - Account - 62314181075: 

Cash book balance at beginning of year 
Cash book balance at end of year 


Bank statement balance at beginning of year 
Bank statement balance at end of year 


Call Investment Deposits 

Call investment deposits consist out of the following accounts: 

FNB - Acc.no.7442 2832 862 
FNB - Acc.no.6246 3875 199 
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PROPERTY TAXES 


Actual 

Rateable Land and Buildings 

Residential 
Commercial Property 
State 
Other 

Total Assessment Rates 


Valuations - 1 JULY 2014 
Rateable Land and Buildings 

Residential 

Commercial 

State 

Municipal 

Small holdings and farms 

Total Assessment Rates 


Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2010. Interim valuations are processed on an annual basis 
individual property values due to alterations and subdivisions. 


DRAFT 2 


CHAPTER 5 


204 


Rates are levied monthly and are payable after due dates. Interest is levied at the prime rate plus 1% on outstanding amounts after due dates 


GOVERNMENT GRANTS AND SUBSIDIES 
Unconditional Grants 

Equitable Share 

Conditional Grants 

Finance Management Grant 
Municipal Infrastructure Grant 
Municipal Systems Improvement Grant 
Frances Baard 
DWAF 

Expanded Public Works Programme (EPWP) - Paving Warrenvale 

Library Development Fund 

Intergrated National Electrification Programme 

Expanded PublicWorks Programme (EPWP) - Paving Ikhutseng 

Total Government Grants and Subsidies 


Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 

Revenue recognised per vote as required by Section 123 (c) of the MFMA 
Equitable share 
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21,01 


21,02 


Executive & Council 

Budget & Treasury 

Community & Social Services 

Road Transport 

Water 

Electricity 


The municipality does not expect any significant changes to the level of grants. 

Equitable share 

Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 

The Equitable Share is the unconditional share of the revenue raised nationally and is being allocated in terms of Section 214 of the Constitution (Act 108 of 1996) to the municipalit 

Finance Management Grant 

Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 
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21,03 


21,04 


The Financial Management Grant is paid by National Treasury to municipalities to help implement the financial reforms required by the Municipal Finance Management Act (MFIV 
pays for the cost of the Financial Management Internship Programme (e.g. salary costs of the Financial Management Interns). 


GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

Municipal Infrastructure Grant 

Opening balance 
Grants received 
Grants forfeited 

Conditions met - transferred to revenue 
Conditions still to be met 


The Municipal Infrastructure Grant (MIG) is a conditional grant to support municipal capital budgets to fund municipal infrastructure and to upgrade existing infrastructure, primarily t 


Municipal Systems Improvement Grant 

Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 
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The Municipal Systems Improvement Grant (MSIG) is a conditional grant directed to selected Local and District municipalities. The purpose of the grant is to support municipalitie 
as provided in the Municipal Systems Act, Municipal Structures Act and other related local government policy and legislation so that they can carry mandated functions effectively. 


21,05 


21,06 


Frances Baard 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 


The Frances Baard Grant is paid by Frances Baard District Municipality to the municipality to help implement the financial reforms required by the Municipal Finance Management P 


Department of Water and Forestry (DWAF) 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 


The Department of Water and Forestry grant was used for water personnel sallaries in the Magareng area. 
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21.07 Provincial Infrastructure Grant 

Opening balance 

Conditions still to be met 

The Department of Public Works grant was used for the upgrading of the sewer netwok in the Magareng area. 

21.08 Library Development Fund 

Opening balance 

Grants received/forfeited 

Conditions met - transferred to revenue 

Conditions still to be met 


The Department of Sport, Arts & Culture grant was used for the development of libraries in the Magareng area. 

GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

21.09 Expanded Public Works Program (EPWP) 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Grants Forfeited 
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Conditions still to be met 


21,10 


21,11 


The EPWP grant was used for road infrastructure development in the Magareng area. 


Other Grants 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Grants Forfeited 


Conditions still to be met 


Other grants include grants like Intergrated National Electrification Programme (INEP) and Agricultured Grant 


Total Grants 

Opening balance 
Correction of Error - Note 
Grants received 
Grants forfeited 

Conditions met - transferred to revenue 
Conditions still to be met 


SERVICE CHARGES 


DRAFT 2 


CHAPTER 5 


210 



Electricity 

Water 

Refuse removal 

Sewerage and Sanitation Charges 

Total Service Charges 


Rebates can be defined as any income that the 
subsequently been forgone by way of rebate or remission. 


Municipality 


is entitled 


by law to 


levy, 


OTHER INCOME 

Commonage 
Photocopies 
Sale of land 
Rendering of Services 
Certificates 

Staff leave contribution 

Skills Education Training Authority 

Reversal of impairment 

Commissions 

Sundry income 

Total Other Income 


Sundry income represents sundry income such as building plans, sale of sundry items (wood, sand and stones) an fees for items not included under service charges 
(camping, fire brigade and impounding fees) 
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EMPLOYEE RELATED COSTS 


Basic Salary 
Bonus 

Contributions for UIF, pensions and medical aids 

Travel, motor car, telephone, assistance and other allowances 

Housing Subsidy 

Overtime 

Acting Allowance 

Standby Allowance 

Skills Development Levy 

Industrial Council 

Termination Benefits 

Other National Grants 

Staff leave contribution 


Less: Employee Costs allocated elsewhere 

Total Employee Related Costs - Restatede 2014 

KEY MANAGEMENT PERSONNEL 

There are no post-employment or termination benefits payable to them at the end of the contract period. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 

Remuneration of the Municipal Manager - JTF Leeuw (Contract started March 2013) 
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Annual Remuneration 
Travel Allowance 
Backpay 

Contributions to UIF 

Total 


Remuneration of the HOD Corporate Services - CD Lentsoe (Contract started May 2012) 

Annual Remuneration 
Contributions to UIF 
Contributions to Medical Fund 
Contributions to Pension Funds 
Telephone allowance 
Bonus 
Backpay 

Total 


Remuneration of the Chief Financial Officer - HS Oberholzer (Contract ended December 2014) 

Annual Remuneration 
Contributions to UIF 
Contributions to Medical Fund 
Telephone allowance 
Leave Pay 
Acting Allowence 

Total 
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Remuneration of the Chief Financial Officer - OM Phasha (Contract started February 2015) 

Annual Remuneration 
Travel Allowance 
Contributions to UIF 
Contributions to Medical Fund 
Contributions to Pension Funds 
Telephone allowance 

Total 


Remuneration of the HOD Technical Services - ML Mokoena (Contract started June 2012) 

Annual Remuneration 
Travel Allowance 
Contributions to UIF 
Contributions to Medical Fund 
Contributions to Pension Funds 
Telephone allowance 
Bonus 
Backpay 
Acting Allowence 

Total 


REMUNERATION OF COUNCILLORS 

Councillor: GE Manopole (Ward 3) - Started May 2011 

Councillor Salary 
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Councillors' Medical contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: OM Majola (Ward 4 PR) - Started May 2011 

Councillor Salary 
Councillors' Medical contributions 
Councillors’ Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: J Louw (Ward 5) - Started May 2011 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: B V Ximba (Ward 2) - Started May 2011 

Councillor Salary 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 


DRAFT 2 


CHAPTER 5 


215 


Total 


Councillor: MR Moleko (Ward 2 PR) - Started May 2011 

Councillor Salary 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: WJ Potgieter (Ward 5) - Started May 2011 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: SP Mnqathula (Ward 3 PR) - Started May 2011 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: EM Hans (Ward 1) - Started May 2011 

Councillor Salary 
Councillors’ Medical contributions 
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Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: WD Jones (Ward 4) - Started March 2013 

Councillor Salary 
Councillors' Medical contributions 
Councillors’ Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


REMUNERATION OF COUNCILLORS (CONTINUE) 

Councillor: MK Majoro (Ward 4) - Started November 2014 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: AK Zalisa (Ward 4) - Started June 2015 

Councillor Salary 
Travelling Allowance 
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Cellphone Allowance 


Total 


Ward committee salaries 

Total Councillors' Remuneration 

In-kind Benefits 

The Mayor is full-time. She is provided with an office and secretarial support at the cost of the Council. 
The Mayor has the use of a Council owned vehicle and a Driver for official duties. 

DEBT IMPAIRMENT 

Receivables from exchange transactions - Note 16 
Receivables from non-exchange transactions - Note 17 

Total Contribution to Debt Impairment 

Less: Portion Relating to VAT - Refer to note 9.3 

Debt impairment recognised in statement of financial performance 


DEPRECIATION AND AMORTISATION 

Property Plant and Equipment 
Investment Property 
Intangible Assets 
Capitalised Restoration Costs 


DRAFT 2 


CHAPTER 5 


218 


Total Depreciation and Amortisation 


FINANCE CHARGES 

Actuarial Interest 
Landfill Sites 
Finance Lease 
Trade Payables 

Total Finance Charges 


BULK PURCHASES 


Electricity 

Water 


Total Bulk Purchases 
Stock Adjustments 

Total Bulk Purchases including Stock Adjustments 


CONTRACTED SERVICES 

BCX 

Bytes documents 
Cartrack 
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Legal Services 
Mokomota Consultants 
Other 
Procon 

Steiner Hygiene 
Telephone and fax 
Top Security 
Vodacom 

Municipal Systems Improvement Grant 
Finance Management Grant 
Other National Grants 

Total Contracted Services - Restatede 2014 


OPERATING GRANT EXPENDITURE 

Operating grant expenditure per vote 

Expanded Public Works Programme 
Finance Management Grant 
Municipal Systems Improvement Grant 
Other National Grants 
Correction of Error - Note 33.04 

Total Operating grant expenditure 


GENERAL EXPENSES 

Advertising 
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33,01 


Affiliation fees 
Auditors Remuneration 
Bank Charges 
Chemicals 

Cleaning Materials and Consumables 

Computer Software 

Entertainment 

Fuel and oil 

Insurance 

Municipal Departmental Charges 
Other 

Postage and courier 
Printing And Stationery 
Protective Clothing 
Rebates 

Special Programs 
Telephone and fax 
Traffic Fines Paid 
Training 
Travelling 
Valuation Costs 
Other National Grants 

General Expenses 


CORRECTION OF ERROR IN TERMS OF GRAP 3 


Receivables from non-exchange transactions 
Balance previously reported 

Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.02 
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Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.02 


33,02 


33,03 


33,04 


Payables from exchange transactions 
Balance previously reported 

Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.01 
Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.01 


CORRECTION OF ERROR IN TERMS OF GRAP 3 


Accumulated Surplus/(Deficit) 

Balance previously reported 

Property, plant and equipment cost newly identified till 30 June 2013- Refer to note 33.05 

Property, plant and equipment accumulated impairment newly identified till 30 June 2013 - Refer to note 33.05 

Property, plant and equipment accumulated depreciation newly identified till 30 June 2013 - Refer to note 33.05 


Statement of Financial Performance 
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33,05 


33,06 


Balance previously reported 

Transferred from Operating Grant Expenditure (Correction of Classification) - Refer to note 33.04 
Transferred to General Expenditure (Correction of Classification) - Refer to note 33.04 
Transferred to Contracted Services (Correction of Classification) - Refer to note 33.04 
Transferred from Repairs and Maintenace (Correction of Classification) - Refer to note 33.04 
Property, plant and equipment depreciation newly identified for 2013/2014 - Refer to note 33.05 

Correct spending on Intergrated National Electrification Programme (INEP) to be spending out of own sources - Refer to note 33.06 


Property, Plant and Equipment 
Balance previously reported 

Property, plant and equipment cost newly identified till 30 June 2013- Refer to note 33.03 

Property, plant and equipment accumulated impairment newly identified till 30 June 2013 - Refer to note 33.03 

Property, plant and equipment accumulated depreciation newly identified till 30 June 2013 - Refer to note 33.03 

Property, plant and equipment depreciation newly identified for 2013/2014 - Refer to note 33.04 


Unspent Conditional Government Grants and Receipts 
Balance previously reported 

Correct spending on Intergrated National Electrification Programme (INEP) to be spending out of own sources - Refer to note 33.04 
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Total 


RECONCILIATION BETWEEN NET SURPLUS/(DEFICIT) FOR THE YEAR AND CASH GENERATED/(ABSORBED) BY OPERATIONS 


Surplus/(Deficit) for the year 

Adiustments for: 

Depreciation 

Amortisation of Intangible Assets 

Contributed PPE 

Debt Impairment 

Contribution to staff leave 

Contribution to Annual Bonuses 

Contribution from/to employee benefits 

Actuarial Gains/Losses 

Movements in Provisions 

Movements in Capitalised Restoration Costs 

Grants Received 

Grant Expenditure 

Operating lease income accrued 

Operating Surplus/(Deficit) before changes in working capital 
Changes in working capital 

lncrease/(Decrease) in Trade and Other Payables 
lncrease/(Decrease) in Taxes 
(lncrease)/Decrease in Inventory 
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(Increase)/Decrease in Trade and other receivables 


Cash generated/(absorbed) by operations 


CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 

Call Investments Deposits - Note 19 
Cash Floats - Note 19 
Bank - Note 19 

Total cash and cash equivalents 


RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 


Cash and Cash Equivalents - Note 35 


Less: 


Unspent Committed Conditional Grants - Note 8 


Resources available for working capital requirements 
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UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 


37,1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure: 

Opening balance 

Unauthorised expenditure current year - capital 
Unauthorised expenditure current year - operating 
Condonement supported by council 

Unauthorised expenditure awaiting authorisation 


Incident 

Disciplinary steps/criminal proceedings 

Over expenditure on votes 

Awaitinq council decision 


2015 

R 

(Actual) 

Unauthorised expenditure current year - operatinq 


Executive & Council 

41 398 423 

Budget & Treasury 

16 113 106 

Corporate Services 

5 029 448 

Planning & Development 

979 511 

Community & Social Services 

1 177 158 

Public Safety 

2 390 458 

Sport & Recreation 

800 507 

Waste Management 

7 589 319 

Waste Water Management 

7 518 333 
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Road Transport 

Water 

Electricity 


2 823 175 
17 872 502 
24 177 736 


127 869 676 


Unauthorised expenditure current year - capital 2015 

R 

(Actual) 

Executive & Council 33 202 

Road Transport 8 566 061 

Water 8 295 730 

Electricity 430 220 


17 325 213 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED (CONTINUE) 

37,2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

Fruitless and wasteful expenditure current year 
Condonement supported by council 


DRAFT 2 


CHAPTER 5 


227 



Fruitless and wasteful expenditure awaiting further action 


37,3 


Incident 

Disciplinary steps/criminal proceedings 

Various contraventions of procurement prescripts - 2015 

Awaiting council decision 

Interest and penalties relatinq to late payment to SARS for PAYE and SITE - 2015 

Awaitinq council decision 

Various contraventions of procurement prescripts - 2014 

Awaitinq council decision 

Various contraventions of procurement prescripts - 2013 

Awaiting council decision 

Various contraventions of procurement prescripts - 2012 

Awaiting council decision 


Irreqular expenditure 

Reconciliation of irregular expenditure: 

Opening balance 

Irregular expenditure current year 

Condonement supported by council 

Irregular expenditure awaiting further action 


Irregular expenditure awaiting condonement from National Treasury 
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37,4 


Incident 

Disciplinary steps/criminal proceedinqs 

Various contraventions of procurement prescripts - 2015 

Awaitinc/ council decision 

Various contraventions of procurement prescripts - 2014 

Awaitinq council decision 

Various contraventions of procurement prescripts - 2013 

Awaitinq council decision 


Recoverability of all irregular expenditure will be evaluated by Council in terms of section 32 of MFMA. No steps have been taken at this stage to recover any monies. 

Material Losses 


Water distribution losses 

- Kilo litres disinfected/purified/purchased 

- Kilo litres lost during distribution 

- Percentage lost during distribution 

No bulk water meters to meter output - will be installed during 2015/2016 

Electricity distribution losses 

- Units purchased (Kwh) 

- Units lost during distribution (Kwh) 

- Percentage lost during distribution 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 
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38,01 


Contributions to orqanised local qovernment - TMFIVIA 125 flHbll - SALGA CONTRIBUTIONS 


38,02 


38,03 


38,04 


Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


Audit fees - rMFMA 125 (lHb)l 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 


VAT - rMFMA 125 (l)(b)l 

VAT Receivable 


VAT is payable/receivable on the cash basis. VAT is only paid over to SARS once cash is received from debtors and only claimed from SARS once payment is made to creditors. 

PAYE, SDL and UIF - fMFMA 125 (lHbfl 
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38,05 


38,06 


Opening balance 

Current year payroll deductions and Council Contributions - PAYE 
Current year payroll deductions and Council Contributions - SDL 
Current year payroll deductions and Council Contributions - UIF 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 


Pension and Medical Aid Deductions - rMFMA 125 (l)(b)1 

Opening balance 

Current year payroll deductions and Council Contributions - Pension 
Current year payroll deductions and Council Contributions - Medical 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


Councillor's arrear consumer accounts - rMFMA 125 (l)(b)1 

The following Councillors had arrear accounts for more than 90 days as at 30 June 2015: 
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Councillor: G.A. Manopole 
Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


During the year the following Councillors’ had arrear accounts outstanding for more than 90 days 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (CONTINUE) 


Councillor: G.A. Manopole 
Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


During the year the following Councillors’ had arrear accounts outstanding for more than 90 days 
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Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


38,07 Other non-compliance (MFMA 125f2)fe)) 


Money owing by the municipality was not always paid within 30 days of receiving an invoice, as required by section 65(2)(e) of the MFMA. 


Payments were made without the approval of the accounting officer or a properly authorised official, as required by section 11(1) of the MFMA. 


Although the accounting officer has taken reasonable steps to ensure that the municipality has and maintains an effective system of expenditure control, including procedures 
withdrawal and payment of funds as required by Section 65(2)(a) of the MFMA, there are still deficiencies. 


A credit control and debt collection policy was not fully implemented, as required by section 96(b) of the MSA. 


Section 9(b) of the MFMA requires that annually before the start of a financial year, the name of each bank where the municipality holds a bank account, and the type and nur 
submitted to the relevant provincial treasury and the Auditor-General in writing. The municipality did not adhere to this section in the current year. 
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The Municipality received it Audit Report in November 2014 and is in the process of compiling unauthorized, irregular or fruitless and wasteful expenditure for Council to either cont 
relevant parties can be duly informed in accordance with Section 32(4)(a) of the MFMA. 


The municipality did not update their website with all relevant documentation as required by Section 75(2) of the MFMA. 

38,08 Deviations - Section 36(2) - Supply Chain Manaqement 


Less than R30,000 

Sole provider 33 985 

Emergency cases 80 667 

Availability 45 666 

Limited Quotations 56 143 


216 460 


CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

Already contracted for but not provided for: 
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Not yet contracted for and authorised by accounting officer: 


This expenditure will be financed from: 
Government Grants 


FINANCIAL RISK MANAGEMENT 

The activities of the municipality expose it to a variety of financial risks, including market risk (comprising fair value interest rate risk, cash flow interest rate risk and price risk), 
municipality’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the municipality’s financia 


(a) Foreign Exchange Currency Risk 

The municipality does not engage in foreign currency transactions. 

(b) Price risk 

The municipality is not exposed to price risk. 

(c) Interest Rate Risk 

As the municipality has significant interest-bearing liabilities, the entity's income and operating cash flows are substantially dependent on changes in market interest rates 
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The municipality analyses its potential exposure to interest rate changes on a continuous basis. Different scenarios are simulated which include refinancing, renewal 
financing and hedging. Based on these scenarios, the entity calculates the impact that a change in interest rates will have on the surplus/deficit for the year. These : 
liabilities which constitute the majority of interest bearing liabilities. 


The municipality did not hedge against any interest rate risks during the current year. 

The potential impact on the entity's surplus/deficit for the year due to changes in interest rates were as follow: 


(d) 


0.5% (2011 - 0.5%) Increase in interest rates 
0.5% (2011 - 0.5%) Decrease in interest rates 

Credit Risk 

Credit risk is the risk that a counter party to a financial or non-financial asset will fail to discharge an obligation and cause the municipality to incur a financial loss. 


Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid conditional grants and subsidies. 
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Receivables are disclosed net after provisions are made for impairment and bad debts. Trade debtors comprise of a large number of ratepayers, dispersed across dif 
areas. Ongoing credit evaluations are performed on the financial condition of these debtors. Credit risk pertaining to trade and other debtors is considered to be moder 
debtors and immaterial nature of individual balances. In the case of consumer debtors the municipality effectively has the right to terminate services to customers but in p 
the case of debtors whose accounts become in arrears, Council endeavours to collect such accounts by "levying of penalty charges", "demand for payment", "restriction < 
"handed over for collection", whichever procedure is applicable in terms of Council's Credit Control and Debt Collection Policy. 


All rates and services are payable within 30 days from invoice date. Refer to note 16 and 17 for all balances outstanding longer than 30 days. These balances represe 
defaulted on their credit terms. Also refer to note 16 and 17 for balances included in receivables that were re-negotiated for the period under review. 


FINANCIAL RISK MANAGEMENT (CONTINUE) 

Balances past due not impaired: 

Non-Exchanqe Receivables 

Rates 


2015 

% 

100 , 00 % 


Exchanae Receivables 


Electricity 

40,62% 

Water 

14,83% 

Refuse 

1,44% 

Sewerage 

13,06% 

Housing 

0,17% 
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Other 


29,88% 


100 , 00 % 


No receivables are pledged as security for financial liabilities. 

Due to the short term nature of receivables the carrying value disclosed in note 16 and 17 of the financial statements is an approximation of its fair value. Interest on o 
prime lending rate plus 1% where applicable. 

The provision for bad debts could be allocated between the different classes of debtors as follows: 


2015 

% 

Non-Exchanqe Receivables 

Rates 100,00% 


Exchanqe Receivables 


Electricity 

14,07% 

Water 

22,91% 

Refuse 

16,22% 

Sewerage 

17,30% 

Housing 

0,02% 

Other 

29,48% 


100 , 00 % 
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Bad debts written off per debtor class: 


Non-Exchanqe Receivables 

Rates 0,00% 


Exchanqe Receivables 


Electricity 

0,00% 

Water 

0,00% 

Refuse 

0,00% 

Sewerage 

0,00% 

Other 

0,00% 


0 , 00 % 


The entity only deposits cash with major banks with high quality credit standing. No cash and cash equivalents were pledged as security for financial liabilities and no res 
of any cash and cash equivalents for the period under review. Although the credit risk pertaining to cash and cash equivalents are considered to be low, the maximum exf 


The banks utilised by the municipality for current and non-current investments are all listed on the JSE (First National Bank and ABSA Bank). The credit quality of these 
on their required SENS releases as well as other media reports. Based on all public communications, the financial sustainability is evaluated to be of high quality and t 
institutions are considered to be low. 
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FINANCIAL RISK MANAGEMENT (CONTINUE) 


The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts are receivable from national and provincial government and thei 
party default. 


Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date for impairment. 


Financial assets exposed to credit risk at year end are as follows: 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Cash and Cash Equivalents 


(e) Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate amount of committed credit facilities. Due to the 0 
business, the treasury maintains flexibility in funding by maintaining availability under credit lines. 


The entity's risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk through an ongoing review of future commitmer 
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The table below analyses the entity's financial liabilities into relevant maturity groupings based on the remaining period at the financial year end to the contractual maturity 
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. 


2015 

Less than 1 year 

Long Term liabilities - Finance Lease Liability 

346 853 

Capital repayments 

Interest 

323 964 

22 889 

Provisions - Landfill Sites 

- 

Capital repayments 

Interest 

- 

Trade and Other Payables 

Unspent conditional government grants and receipts 

55 672 315 

14 134 074 

70 153 243 

2014 

Less than 1 year 

Long Term liabilities - Finance Lease Liability 

157 434 
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41,1 


Capital repayments 
Interest 


121 401 
36 033 


Provisions - Landfill Sites 


Capital repayments 
Interest 


Trade and Other Payables 36 978 706 

Unspent conditional government grants and receipts 21 471 490 


58 607 629 


FINANCIAL INSTRUMENTS 

In accordance with GRAP 104 the financial instruments of the municipality are classified as follows: 

Financial Assets Classification 

Receivables 

Receivables from exchange transactions Financial instruments at amortised cost 

Short-term Investment Deposits 

Call Deposits Financial instruments at amortised cost 
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Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 


Financial instruments at amortised cost 
Financial instruments at amortised cost 


41,2 


SUMMARY OF FINANCIAL ASSETS 

Financial instruments at amortised cost 


FINANCIAL INSTRUMENTS (CONTINUE) 
Financial Liability 

Long-term Liabilities 

Capitalised Lease Liability 

Payables from exchange transactions 

Trade creditors 

Deposits 

Other 

Other Payables 

Government Subsidies and Grants 

Current Portion of Long-term Liabilities 

Capitalised Lease Liability 


Classification 


Financial instruments at amortised cost 


Financial instruments at amortised cost 
Financial instruments at amortised cost 
Financial instruments at amortised cost 


Financial instruments at amortised cost 


Financial instruments at amortised cost 
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SUMMARY OF FINANCIAL LIABILITY 

Financial instruments at amortised cost 

EVENTS AFTER THE REPORTING DATE 

The municipality has no events after reporting date during the financial year ended 2014/2015. 

IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any in-kind donations or assistance during the year under review. 

PRIVATE PUBLIC PARTNERSHIPS 

Council has not entered into any private public partnerships during the financial year. 

CONTINGENT LIABILITY 

Mrs Neo Ikaneng: The Municipality was sued for injury on Duty claim as a result of the Municipality owing the Compensation Commissioner. The matter is currently before the Courl 

Skilful 1149 CC: The Municipality was sued for non-payment to the Plaintiff claiming that the defendant did not fulfil contractual obligation after the plaintiff completed the job. Tl 
court of law. 

RELATED PARTIES 

Key Management and Councillors receive and pay for services on the same terms and conditions as other ratepayers / residents. 
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46,1 


Related Party Transactions 


46,2 


Year ended 

Counciilors 

ES Manopole (1006555) 
OM Majola (1009540) 
BV Ximba (1007671) 

EM Hans (1009329) 

WJ Potgieter (1000894) 
WJ Potgieter (1000899) 
MR Moleko (1006514) 

J Louw (1004957) 


Rates - Levied 1 Jul 14 - 30 Jun 15 


8 783 

360 


6 028 
2 395 


Municipal Manager and Section 57 Employees 5 553 

CD Lentsoe (1003758) 1 568 

HS Oberholzer (1012848) 

JTF Leeuw (1015052) 

JTF Leeuw (1011663) 3 985 

The rates, service charges and other charges are in accordance with approved tariffs that were advertised to the public. No bad debt expenses have been recognised in resp 
parties. 


RELATED PARTIES 
Related Party Loans 
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Since 1 July 2004 loans to councillors and senior management employees are not permitted. Loans granted prior to this date are disclosed in note to the Annual Financial Staterri' 

46.3 Compensation of key management personnel 

The compensation of key management personnel is set out in note 24 to the Annual Financial Statements. 

46.4 Other related party transactions 

The following purchases were made during the year where Councillors or staff have an interest: 

None 

FINANCIAL SUSTAINABILITY 

The indicators or conditions that may, individually or collectively, cast significant doubt about the going concern assumption are as follows: 

Financial Indicators 

The current ratio increased to 0.50:1 from 0.51:1 in the prior year. 

The municipality have budgeted for a deficit of R 7 744 692 for the 2014/2015 financial year. The municipality is also budgeting for negative cash flows during 2015/2016 and 20 
354 and R 26 070 229 respectively. 

The average debtors' payment days increased to 985 days from 866 days. The debtors impairment ration increased to 94% from the previous years 84%. 

Other Indicators 

Possible outflow of recources due the contingent liability disclosed in note 45 
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GOING CONCERN 


The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis presumes that funds will be available to financ 
realisation of assets and settlement of liabilities, contingent obligations and commitments wiil occur in the ordinary course of business. 

STATUTORY RECEIVABLES 


ln accordance with the principles of GRAP 108, Statutory Receivables of the municipality are classified as follows: 

Receivables from non-exchange transactions 

Property Rates 

Taxes 

VAT Receivable 

Total Statutory Receivables 


PROPERTY, PLANT AND EQUIPMENT 
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30 JUNE 2015 


Reconciliation of Carrying Value 


Cost 

Opening 

Balance 

Additions 

Disposals 

Closing 

Balance 

Accumulated 

Impairment 

Accumulated Depreciation and Impairment 
Losses 

Opening Balance 

R 

R 

R 

R 


R 


Land and Buildings 

Land 

Buildings 

Infrastructure 

Electricity 

Roads 

Sewerage 

Water 

WIP 

Community Assets 


19 876 

154 147 


289 


2 232 964 



487 


220 


061 


730 


476 


430 


8 566 


8 295 


543 


962 

53 386 

077 

211 037 

106 

46 798 

007 

96 788 

297 

543 

476 


149 575 822 

20 210 703 
57 912 809 
19 792 253 
51 660 057 


10 205 


4 787 504 
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6 476 



Buildings 


- 

- 717 

1 332 

- 

3 552 491 

Land 


- 

- 150 

2 396 

- 

4 783 

Recreational Facilities 


- 

- 521 


- 

1 230 229 





565 



Lease Assets 


- 

- 607 


- 

208 126 





565 



Vehicles 


- 

- 607 


- 

208 126 



33 


12 790 



Other Assets 

202 


- 900 


- 

8 177 018 





1 



Bins & Containers 


- 

- 522 


- 

1066 



3 


698 



Computer Equipment 

964 


- 897 

133 

- 

502 371 

Electricity 


- 

- 391 

168 

- 

70 715 

Emergency & Rescue 


- 

- 201 

3 

- 

103 135 

Emergency Equipment 


- 

- 309 


- 

624 



29 


910 



Furniture & Fittings 

238 


- 394 

406 

- 

606 188 

Office Equipment 


- 

- 676 


- 

263 183 
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Plant & Equipment 
Roads 


Security Measures 

Sewer 

Vehicle 

Water 


17 868 

689 



3 

686 



- 636 



- 

2 797 755 


1 

356 



- 735 



- 

770 749 



307 



- 389 



- 

140 521 



4 



- 782 



- 

4 546 


5 

097 



- 577 



- 

2 910 601 



15 



- 392 




5 562 


451 991 289 

- 011 147 164 981 433 


PROPERTY, PLANT AND EQUIPMENT 
30 JUNE 2014 


Reconciliation of Carrying Value 

Cost 





Opening 


Disposals/ 

Closing 


Balance 

Additions 

Transfers 

Balance 


R 

R 

R 

R 


Accumulated Depreciation and Impairment 
Losses 

Opening Balance 
R 


Land and Buildings 

- 

19 

- 154 

876 

147 

289 

1 893 969 

Land 


9 

- 884 

290 
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Buildings 


6 093 


955 009 


- 142 

4 492 289 

- 129 147 938 960 


Infrastructure 

Electricity 

Roads 

Sewerage 

Water 

WIP 


Community Assets 


17 796 390 717 

918 - 475 - 123 289 113 



- 387 - 3 764 321 


Buildings 


2 

- 477 

010 


315 421 

Land 


1 

- 939 

284 



Recreational Facilities 


1 

- 803 

026 


62 331 


- 

5 

169 

883 

- 

3 386 569 
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Other Assets 


281 


12 


12 757 


6 368 207 


- 698 





127 



Buildings 

- 

- 981 


- 

7 317 


12 


992 



Computer Equipment 

281 

- 847 

592 

- 

624 546 

Furniture And Office Equipment 

- 

- 455 

1 525 

- 

391 347 

Machinery And Equipment 

- 

- 873 

68 

" 

731 386 

Office Equipment 

- 

- 215 

2 

- 

20 626 

Plant & Machinery 

- 

- 759 


" 

- 

Router 

_ 

_ 

520 

_ 

_ 




6 323 



T ransport Assets 

" 

- 568 

3 123 

- 

3 308 580 


- 

- 481 


- 

1 284 405 


17 809 

434 122 

289 



199 

- 322 

147 


135 335 199 
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MAGARENG LOCAL MUNICIPALITY 
SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2015 


EXTERNAL LOANS 

Rate 

Loan 

Number 

Redeemable 

Balance at 
30 JUNE 
2014 

Correction 

of Error 

Balance at 
30 JUNE 
2014 
Restated 

Received 

during 

the 

period 

Redeemed 

written off 
during the 
period 

Balance at 
30 JUNE 
2015 

LEASE LIABILITY 

Mayor Vehicle 

Total Lease Liabilities 

TOTAL EXTERNAL 

LOANS 

9,26% 

Merc 

Benz 

3 Years 

445 

365 

- 

445 

365 

- 

121 

401 

323 

964 

445 

365 


445 

365 


121 

401 

323 

964 







445 

365 


445 

365 


121 

401 

323 

964 








GENERAL FINANCE STATISTIC CLASSIFICATIONS 
SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2015 
GENERAL FINANCE STATISTIC CLASSIFICATIONS 


2014 2014 2014 2015 2015 2015 
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Actual 

Actual 

Surplus/ 


Actual 

Actual 

Surplus/ 

Income 

Expenditure 

(Deficit) 


Income 

Expenditure 

(Deficit) 

R 

R 

R 


R 

R 

R 

32 505 

(40 903 

(8 398 


40 393 

(41 398 

(1 005 

209 

699) 

490) 

Executive & Council 

014 

423) 

409) 

9 212 

(11 640 

(2 428 


7 864 

(16 113 

(8 248 

487 

507) 

020) 

Budget & Treasury 

760 

106) 

346) 

143 

(4 918 

(4 774 


1 

(5 029 

(5 027 

443 

319) 

876) 

Corporate Services 

806 

448) 

642) 


(893 

(893 



(979 

(979 

- 

061) 

061) 

Planning & Development 

- 

511) 

511) 

784 

(917 

(133 

Community & Social 

43 

(1 177 

(1 133 

508 

769) 

261) 

Services 

318 

158) 

840) 

599 

(3 602 

(3 002 


410 

(2 390 

(1 979 

620 

003) 

383) 

Public Safety 

763 

458) 

695) 

23 

(698 

(674 


27 

(800 

(772 

867 

426) 

559) 

Sport & Recreation 

698 

507) 

809) 

4 544 

(3 299 

1 245 


4 794 

(7 589 

(2 794 

348 

175) 

173 

Waste Management 

529 

319) 

790) 

6 018 

(4 147 

1 871 

Waste Water 

5 094 

(7 518 

(2 423 

635 

597) 

038 

Management 

966 

333) 

367) 

8 193 

(7 258 

934 


9 204 

(2 823 

6 381 

092 

835) 

257 

Road Transport 

957 

175) 

782 

10 795 

(11 609 

(813 


15 415 

(17 872 

(2 456 

995 

054) 

059) 

Water 

693 

502) 

809) 

16 046 

(15 565 

480 


16 935 

(24 177 

(7 242 

668 

739) 

929 

Electricity 

152 

736) 

584) 

88 867 

(105 454 

(16 586 


100 186 

(127 869 

(27 683 

872 

184) 

312) 

Sub Total 

656 

676) 

020) 

88 867 

(105 454 

(16 586 

Total 

100 186 

(127 869 

(27 683 
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2014 

Actual 

Income 

R 

2014 

Actual 

Expenditure 

R 

2014 

Surplus/ 

(Deficit) 

R 


2015 

Actual 

Income 

R 

2015 

Actual 

Expenditure 

R 

2015 

Surplus/ 

(Deficit) 

R 

32 505 

(40 903 

(8 398 


40 393 

(41 398 

(1 005 

209 

699) 

490) 

Executive & Council 

014 

423) 

409) 

9 212 

(11 640 

(2 428 


7 864 

(16 113 

(8 248 

487 

507) 

020) 

Budget & Treasury 

760 

106) 

346) 

143 

(4 918 

(4 774 


1 

(5 029 

(5 027 

443 

319) 

876) 

Corporate Services 

806 

448) 

642) 


(893 

(893 



(979 

(979 

- 

061) 

061) 

Planning & Development 

- 

511) 

511) 

784 

(917 

(133 

Community & Social 

43 

(1 177 

(1 133 

508 

769) 

261) 

Services 

318 

158) 

840) 

599 

(3 602 

(3 002 


410 

(2 390 

(1 979 

620 

003) 

383) 

Public Safety 

763 

458) 

695) 

23 

(698 

(674 


27 

(800 

(772 

867 

426) 

559) 

Sport & Recreation 

698 

507) 

809) 

4 544 

(3 299 

1 245 


4 794 

(7 589 

(2 794 

348 

175) 

173 

Waste Management 

529 

319) 

790) 

6 018 

(4 147 

1 871 


5 094 

(7 518 

(2 423 

635 

597) 

038 

Waste Water Management 

966 

333) 

367) 
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8 193 

092 

10 795 

995 

16 046 

668 

(7 258 

835) 

(11 609 

054) 

(15 565 

739) 

934 

257 

(813 

059) 

480 

929 

Road Transport 

Water 

Electricity 

Sub Total 

Total 

9 204 

957 

15 415 
693 

16 935 

152 

(2 823 

175) 

(17 872 

502) 

(24 177 

736) 

6 381 

782 

(2 456 

809) 

(7 242 

584) 

88 867 

872 

(105 454 

184) 

(16 586 

312) 

100 186 

656 

(127 869 

676) 

(27 683 

020) 

88 867 

872 

(105 454 

184) 

(16 586 

312) 

100 186 
656 

(127 869 

676) 

(27 683 

020) 








MAGARENG LOCAL MUNICIPALITY 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 


Grant Description 

Balance 

1 JULY 

Correction 

Balance 

1 JULY 

Grants 

Forfeited to 

Operating 

Capital 

Balance 

30 JUNE 


2014 

of error 

Note 

2014 

Received 

National 

Revenue 

Fund 

Expenditure 
during the 
year 

Transferred 
to Revenue 

Expenditure 
during the 
year 

Transferred 
to Revenue 

2015 


UNSPENT AND UNPAID GOVERNMENT GRANTS AND RECEIPTS 
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National Government Grants 


RRRRR R R R 






38 169 


38 169 



Equitable Share 

- 

- 

- 

000 

- 

000 

- 

- 


7 890 


7 890 

15 787 

8 531 


9 109 

6 037 

Municipal Infrastructure Grant (MIG) 

655 

- 

655 

000 

000 

- 

537 

118 





934 


934 



Municipal Systems Improvement Grant (MSIG) 

- 

- 

- 

000 

- 

000 

- 

- 





1 800 


1 800 



Finance Management Grant (FMG) 

- 

- 

- 

000 

- 

000 

- 

- 


354 


354 

8 870 



8 295 

928 

Water Grant (DWAF) 

048 

- 

048 

233 

- 

- 

730 

550 


4 223 

1 639 

5 863 


5 863 




Intergrated National Electrification Programme (INEP) 

076 

924 

000 

- 

000 

- 

- 

- 











12 467 

1 639 

14 107 

65 560 

14 394 

40 903 

17 405 

6 965 

Total National Government Grants 

778 

924 

702 

233 

000 

000 

267 

668 

Provincial Government Grants 










175 


175 

679 




854 

Library Development Fund 

239 

- 

239 

000 

- 

- 

- 

239 


2 200 


2 200 





2 200 

Agricultured Grant 

000 

- 

000 

- 

- 

- 

- 

000 

Expanded Public Works Programme (EPWP) - Paving 

812 


812 





812 

Warrenvale 

886 

- 

886 

- 

- 

- 

- 

886 

Expanded Public Works Programme (EPWP) - Paving 

1 169 


1 169 

1 348 

1 000 

1 222 


295 

Ikhutseng 

939 

- 

939 

000 

000 

381 

- 

559 


3 005 


3 005 





3 005 

Provincial Infrastructure Grant 

723 

- 

723 

- 

- 

- 

- 

723 
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Total Provincial Government Grants 









7 363 

787 


7 363 

787 

2 027 

000 

1 000 

000 

1 222 
381 


7 168 

407 

District Municioaiitv Grants 


Frances Baard 

Total District Municipality Grants 

- 

- 

- 

338 

926 

- 

338 

926 

- 

- 

- 

- 

- 

338 

926 

- 

338 

926 

- 

- 

Total 


19 831 1 639 21 471 67 926 15 394 42 464 17 405 14 134 

566 924 490 159 000 307 267 074 



29 757 15 394 4 295 17 405 

159 000 307 267 


Journals 2014 



No. Description 

Vote 

dt/fktt 
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1 Interest 

Current Service Cost 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 


1010/10/1/50/3470 

1010/10/1/03/0260 

2000 / 10 / 1 / 01/0120 

3500/10/1/01/0120 

3500/20/1/01/0120 

4020/10/1/01/0120 

4020/15/1/01/0120 

4020/20/1/01/0120 

4020/25/1/01/0120 

4040/15/1/01/0120 


151.00 

156 

143.00 

-21 

662,28 

-14 

502,96 

-6 

840.00 

-4 

705,92 

-15 

143.64 

-2 

649,24 

-14 

590,20 

-8 

891.64 
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LEAVE BENEFIT 


-6 


4040/30/1/01/0120 

Long Service Awards Provision 9000/00/4/12/0202 

Loss 1010/10/1/50/3450 


Interest 


Current Service Cost 


Actual Benefits Paid 


Post Retirement Benefits Provision 


Loss 


1010/10/1/50/3470 

1010/10/1/03/0250 

1010/10/1/03/0250 

9000/00/4/11/0102 

1010/10/1/50/3450 


Short term portion of LSA 9000/00/4/23/0105 

Long Service Awards Provision 9000/00/4/12/0203 


219,48 

-252 

228,00 

85 

139,36 


698 

884.00 

535 

390.00 

-184 

938.79 

-1 463 

362.00 

414 

026.79 


197 

624,00 


-197 
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624,00 


Long Service Awards Provision 
Short term portion of LSA 

Short term portion of PEHCL 

Post Retirement Benefits Provision 

Post Retirement Benefits Provision 

Short term portion of PEHCL 

Yearend journal entries for PEHCL & LSA 
2015 


9000/00/4/12/0203 

9000/00/4/20/0055 

9000/00/4/20/0055 

9000/00/4/11/0103 

9000/00/4/11/0103 

9000/00/4/20/0055 


203 

515,00 

-203 

515,00 


111 

552,00 

-111 

552.00 

152 

100.00 

-152 

100,00 


2 SURPLUS/(DEFICIT) FOR THE YEAR 9000/00/4/08/0102 


500,00 
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SUNDRY REVENUE - OTHER 


1010/10/2/60/6750 


500,00 


Correction of incorrect ailocation of receipt against Accumiated Surplus 


19 

Current Service Cost 1010/10/1/03/0250 875,25 

-8 

MEDICAL AID FUND 2500/25/1/03/0230 839,25 

-11 

MEDICAL AID FUND 3500/20/1/03/0230 036,00 


1 

SUNDRY REVENUE - OTHER 1010/10/2/60/6750 736,93 

-1 

MAYORAL VEHICLE 1010/10/1/35/1536 736,93 


Correction of incorrect ailocation of June Post Retirement Medical to Medical Aid 


3 Dt Finance charges 


4020/15/1/25/1270 


74 
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Kt Provision 


-74 


9000/00/4/22/6022 


414,63 


Interest on Provision for 2014/2015 


Dt Accumulated Impairment 


Dt Depreciation 


Kt Reversal of impairment Revenue 


9000/00/5/50/5402 


4020/15/1/15/0640 


4020/15/2/60/6750 


Kt Accumulated Depreciation 9000/00/5/50/5452 

Depreciation and reversal of impairment 2015 


101,35 


891,49 


101,35 


891,49 


35 


-2 


-35 


Dt Asset 

Kt Provision 

Addition 2015 


9000/00/5/50/0552 


9000/00/4/22/6022 


164,54 


164,54 


5 039 


-5 039 
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Yearend journal entries for Landfill Site Provision and Capialised Restoration Cost 
2015 


4 Operating lease asset 9000/00/5/65/0108 

Rental income received for the year ended 30 

June 2015 3500/15/2/30/5870 

Yearend journal entries for Operating Lease Asset 2015 

Finance lease libility 9000/00/4/20/0051 

Mayoral Vehicle 1010/10/1/35/1536 


1 

806,10 

-1 

806,10 


121 

401,20 

-121 

401,20 


Capital payments made reallocated to GL vote from l&E vote - Finance Leases 
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Interest paid finance leases 


1010/10/1/25/1280 


032,68 


Mayoral Vehicle 


1010/10/1/35/1536 


-36 

032,68 


Interest charges to correct vote - Finance Leases 


Bank Charges 1010/10/1/50/2460 

Mayoral Vehicle 1010/10/1/35/1536 

Bank charges to correct vote - Finance 
Leases 


CAPITALIZED LEASE LIABILITY 9000/00/4/20/0053 


2 

673,48 

-2 

673,48 


323 

964,07 
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-323 

SHORT TERM PORTION OF LT LIABILITIES 9000/00/4/20/0051 964,07 


Allocate short term Long Term Liability - Finance Leases 




1 

348 


GR - OTHER 

1010/10/2/50/6210 

000,00 

934 

Expanded Public Works Programme (EPWP) - Paving Ikhutseng 

NAT GR - MUN SYSTEMS IMP GRANT (MSIG) 

1010/10/2/50/6260 

000,00 


Municipal Systems Improvement Grant 

NAT GR - FINANCE MANAGEMENT GRANT 


1 

800 


(FMG) 

2000/10/2/50/6240 

000,00 

338 

Finance Management Grant 

GRANT FRANCES BAARD 

2000/10/2/50/6261 

926,00 


Frances Baard 



15 

787 


MIG PROJECT 

4020/10/2/55/6400 

000,00 


Municipal Infrastructure Grant 



5 

916 


NAT GR - OTHER 

4020/25/2/55/6450 

666,04 


DWAF 

CURRENT YEAR RECEIPTS 

9000/00/4/22/2022 

-15 

787 

Municipal Infrastructure Grant (MIG) 
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-934 


CURRENT YEAR RECEIPTS 

9000/00/4/22/2522 

000,00 



Municipal Systems Improvement Grant (MSIG) 




-1 

800 


CURRENT YEAR RECEIPTS 

9000/00/4/22/2822 

000,00 



Finance Management Grant (FMG) 




-5 

916 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3142 

666,04 



Water Grant (DWAF) 




-1 

348 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3042 

000,00 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 





338 


CURRENT YEAR RECEIPTS 

9000/00/4/22/5102 

926,00 



Frances Baard 




1 

000 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3042 

000,00 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 




5 

863 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3122 

000,00 



Water Grant (DWAF) 




8 

531 


CURRENT YEAR RECEIPTS 

9000/00/4/22/2022 

000,00 



Municipal Infrastructure Grant (MIG) 




15 

394 


NAT GR - EQUITABLE SHARE 

1010/10/2/50/6230 

000,00 



Equitable Share 
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934 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2523 

000,00 



Municipal Systems Improvement Grant (MSIG) 




1 

800 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2823 

000,00 



Finance Management Grant (FMG) 





934 


NAT GR - MUN SYSTEMS IMP GRANT (MSIG) 

1010/10/2/50/6260 

000,00 



Municipal Systems Improvement Grant (MSIG) 

NAT GR - FINANCE MANAGEMENT GRANT 



-1 

800 


(FMG) 

2000/10/2/50/6240 

000,00 



Finance Management Grant (FMG) 




1 

222 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3043 

380,68 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 





338 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/5103 

926,00 



Frances Baard 




8 

566 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2023 

061,44 



Municipal Infrastructure Grant 




5 

822 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3143 

719,89 



DWAF 





430 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3123 

220,07 



Intergrated National Electrification Programme (INEP) 





543 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2023 

475,61 



Municipal Infrastructure Grant 
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CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3143 

010,00 

2 473 

DWAF 

GR - OTHER 

1010/10/2/50/6210 

380,68 

-1 222 

Expanded Public Works Programme (EPWP) - Paving Ikhutseng 

GRANT FRANCES BAARD 

2000/10/2/50/6261 

926,00 

-338 

Frances Baard 

MIG PROJECT 

4020/10/2/55/6400 

061,44 

-8 566 

Municipal Infrastructure Grant 

NAT GR - OTHER 

4020/25/2/55/6450 

719,89 

-5 822 

DWAF 

NATGR- INEPGRANT 

4030/10/2/55/6440 

220,07 

-430 

Intergrated National Electrification Programme (INEP) 

MIG PROJECT 

4020/10/2/55/6400 

475,61 

-543 

Municipal Infrastructure Grant 

NAT GR - OTHER 

4020/25/2/55/6450 

010,00 

-2 473 

DWAF 

EPWP PAVING 

4020/10/2/55/6410 

080,00 

27 


WATER - SALES RESIDENTIAL 

4020/25/2/15/5400 


-27 
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080,00 


PROV GR - DWAF 

2 953 

4020/25/2/50/6290 566,53 

PROVGR-OTHER 

679 

4040/15/2/50/6340 000,00 

CURRENT YEAR RECEIPTS 

-2 953 

9000/00/4/22/3142 566,53 

CURRENT YEAR RECEIPTS 

-679 

9000/00/4/22/2082 000,00 

Correcting all Grant enteries for 2015 



ADDITIONS 

17 868 

9000/00/5/50/0152 689,05 

ROADS WARRENVALE 

-8 566 

4020/10/4/20/2005 061,44 

LUBBE STREET 

-543 

4020/10/4/20/2015 475,61 
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ADDITIONAL 

4020/25/4/20/2080 

-2 473 

010,00 


DWA ACIP GRANT 

4020/25/4/20/2090 

-5 822 

719,89 


INEP 1 

4030/10/4/20/2010 

-430 

220,07 


PRINTING & STATIONERY 

2000/10/1/50/2960 

-14 

619,00 


SUNDRY EXPENSES 

2000/10/1/50/3290 

-14 

619,00 


PRINTING & STATIONERY 

2000/10/1/50/2960 

-3 

964,04 


PPE additions for the year 2015 




Depreciation 

1010/10/1/15/0640 

79 

147,21 

Intangible Assets 

ADDITIONS 

9000/00/5/50/5102 

-79 

147,21 

Accumulated Amortisation 


DRAFT 2 


CHAPTER 5 


271 


41 


Depreciation 

1010/10/1/15/0640 

729,94 


Investment Property 




-41 


ADDITIONS 

9000/00/5/50/5252 

729,94 


Accumulated Depreciation 


Amortisation and Depreciation for 2015 on Intangible Assets and Investment Properties 


BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

CONTRIBUTIONS RECEIVED 


2000/10/1/10/0600 

4020/15/1/10/0600 

4020/20/1/10/0600 

4020/25/1/10/0600 

4030/10/1/10/0600 

9000/00/4/15/0202 


2 616 

985,20 

4 090 

620,93 

4 277 

494,53 

6 510 

348,97 

5 539 

881,83 

-5 822 

578,75 


DRAFT 2 


CHAPTER 5 


272 


1 432 


AVAILABLE 

CONTRIBUTIONS RECEIVED 

CONTRIBUTIONS RECEIVED 

CONTRIBUTIONS RECEIVED 

CONTRIBUTIONS RECEIVED 

CONTRIBUTIONS RECEIVED 


9000/00/5/65/0105 

9000/00/5/70/3102 

9000/00/5/70/3202 

9000/00/5/70/3402 

9000/00/5/70/3502 

9000/00/5/70/3602 


BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

BAD DEBTS 


2000/10/1/10/0600 

4020/15/1/10/0600 

4020/20/1/10/0600 

4020/25/1/10/0600 


089.64 

-724 

995,11 

-6 974 

698,69 

-4 628 

362,89 

-4 419 

686,02 

-1 897 

099.64 


-9 691 

128,00 

-1 875 

620,00 

-1 029 

888,00 

-3 146 

032,00 
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BAD DEBTS 

-3 110 

4030/10/1/10/0600 292,00 

CONTRIBUTIONS RECEIVED 

18 852 

9000/00/4/15/0202 960,00 

Provision for Debt Impairment 2015 



AVAILABLE 

17 

9000/00/5/63/1005 050,37 

SUNDRY REVENUE - OTHER 

-17 

4020/25/2/60/6750 050,37 

SUNDRY EXPENSES 

36 

4020/25/1/50/3290 546,65 

SUNDRY EXPENSES 

324 

4030/10/1/50/3290 961,43 

TECHNICAL SERVICE STORE 

-324 

9000/00/5/63/1015 961,43 

AVAILABLE 

-36 

9000/00/5/63/1020 546,65 
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Inventory 2015 


IIMVEST DURING THE YEAR 

76 

9000/00/5/52/0242 375,27 

BANK CHARGES 

2000/10/1/50/2460 142,73 

INTEREST ON INVESTMENT - FNB 

-76 

2000/10/2/20/5620 518,00 

Investment Interest and Bank Charges 2015 



ADDITIONS 

11 186 

9000/00/5/50/5052 316,00 

DEPRECIATION 

1010/10/1/15/0640 -10302905,15 

DEPRECIATION 

4020/10/1/15/0640 -883410,85 

Reversed budgeted depreciation for 2015 
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ADDITIONS 

9000/00/5/50/0252 


33 

202,04 


ADDITIONS 

9000/00/5/50/0152 


-33 

202,04 


Allocate additions 2015 





CORRECTION OF ERROR (NOTE 32) 

9000/00/4/08/0004 


72 557 

933,56 


ADDITIONS 

9000/00/5/50/0152 


-86056710,97 

Infra 

ADDITIONS 

9000/00/5/50/0252 


3123480,212 

Other 

ADDITIONS 

9000/00/5/50/0352 


4492128,507 

Buildings 

ADDITIONS 

9000/00/5/50/0452 


5883168,698 

Comm 

Correction of Error on cost before 2013 





CORRECTION OF ERROR (NOTE 32) 

9000/00/4/08/0004 


1 201 

194,60 


ADDITIONS 

9000/00/5/50/5052 


-1 201 
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CORRECTION OF ERROR (NOTE 32) 


289 


9000/00/4/08/0004 146,81 

-289 

ADDITIONS 9000/00/5/50/5052 146,81 


10 481 

CORRECTION OF ERROR (NOTE 32) 9000/00/4/08/0004 715,87 

-10 481 

ADDITIONS 9000/00/5/50/5052 715,87 


Correction of Error on accumulated depreciation 


30 166 

DEPRECIATION 1010/10/1/15/0640 725,31 

-30 166 

ADDITIONS 9000/00/5/50/5052 725,31 


Depreciation on PPE for 2015 
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ADDITIONS 

ADDITIONS 

ADDITIONS 

ADDITIONS 

Accumulated Depreciation Relocation 

NATGR- INEPGRANT 

CONDITIONS MET - TRF TO REVENUE 

CORRECTION OF ERROR (NOTE 32) 

CONDITIONS MET - TRF TO REVENUE 

EX.46 




10 

853 


9000/00/5/50/5052 

034,94 



infra 



-4 

256 


9000/00/5/50/5152 

391,67 



Other 



-6 

408 


9000/00/5/50/5202 

107,91 



Buidlings & Community & Impairment 




188 


9000/00/5/50/5352 

535,37 



Lease 


430 

4030/10/2/55/6440 220,07 

-430 

9000/00/4/22/3123 220,07 

1 639 

9000/00/4/08/0004 923,77 

-1 639 

9000/00/4/22/3123 923,77 


Intergrated National Electrification Programme (INEP) 


Intergrated National Electrification Programme (INEP) 


Intergrated National Electrification Programme 
(INEP) 

Intergrated National Electrification Programme 
(INEP) 
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Should be 



-4 405 

BULK PURCHASES - WATER 4020/25/1/30/1360 947,68 

913 

BULK PURCHASES - ELECTRICITY 4030/10/1/30/1350 188,98 

3 492 

YEAR END SUNDRY CREDITORS 9000/00/4/20/0403 758,70 

EX.54 


Was 


6 398 

10 804 345,97 398,29 

16 184 

15 271 544,99 733,97 


13 109 
960,26 


Notes to the financial statements for the year ended 30 June 2015 

1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 

1.1. BASIS OF PREPARATION 
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The financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention 
unless specified otherwise. 


The financial statements have been prepared in accordance with the Municipal Finance Management Act (MFMA) and effective standards 
of Generally Recognised Accounting Practices (GRAP), including any interpretations and directives issued by the Accounting Standards 
Board (ASB) in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 


Accounting policies for material transactions, events or conditions not covered by the GRAP reporting framework , have been developed in 
accordance with paragraphs 8, 10 and 11 of GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 


A summary of the significant accounting policies, which have been consistently applied except where an exemption has been granted, are 
disclosed below. 


Assets, liabilities, revenue and expenses have not been offset except when offsetting is permitted or required by a Standard of GRAP. 


The accounting policies applied are consistent with those used to present the previous year’s financial statements, unless explicitly stated 
otherwise. The details of any changes in accounting policies are explained in the relevant notes to the financial statements. 
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In terms of Directive 7: “The Application of Deemed Cost on the Adoption of Standards of GRAP” issued by the Accounting Standards 
Board, the Municipality applied deemed cost to Investment Property, Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2. PRESENTATION CURRENCY 


Amounts reflected in the financial statements are in South African Rand and at actual values. Financial values are rounded to the nearest 
one Rand. 


1.3. GOING CONCERN ASSUMPTION 


These annual financial statements have been prepared on a going concern basis. 


1.4. COMPARATIVE INFORMATION 


DRAFT 2 


CHAPTER 5 


281 


When the presentation or classification of items in the financial statements is amended, prior period comparative amounts are restated, 
unless a standard of GRAP does not require the restatements of comparative information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the correction is made retrospectively as far as is 
practicable, and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. 


1.5 AMENDED DISCLOSURE POLICY 


Amendments to accounting policies are reported as and when deemed necessary based on the relevance of any such amendment to the 
format and presentation of the financial statements. The principal amendments to matters disclosed in the current financial statements 
include errors. 


1.6. MATERIALITY 


Material omissions or misstatements of items are material if they could, individually or collectively, influence the decision or assessments of 
users made on the basis of the financial statements. Materiality depends on the nature or size of the omission or misstatements judged in 
the surrounding circumstances. The nature or size of the information item, or a combination of both, could be the determining factor. 
Materiality is determined as 1% of total expenditure. This materiality is from management's perspective and does not correlate with the 
auditor’s materiality. 
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1.7. PRESENTATION OF BUDGET INFORMATION 


The presentation of budget information is prepared in accordance with GRAP 24 and guidelines issued by National Treasury. The 
comparison of budget and actual amounts are disclosed as a separate additional financial statement, namely Statement of comparison of 
budget and actual amounts. 


Budget information is presented on the accrual basis and is based on the same period as the actual amounts, i.e. 1 July 2014 to 30 June 
2015. The budget information is therefore on a comparable basis to the actual amounts. 


The comparable information includes the following: 

the approved and final budget amounts; 
actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included in the Statement of Comparison of Budget and Actual 
Amounts. 
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Explanations for material differences between the final budget amounts and actual amounts are included the Statement of Comparison of 
Budget and Actual Amounts. 


The disclosure of comparative information in respect of the previous period is not required in terms of GRAP 24. 


1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been early adopted by the Municipality: 


Standard 

Description 

Effective 

Date 

Directive 11 

Changes in Measurement Bases following 
Initial Adoption of Standards of GRAP 

This Directive can be applied when a 
Municipality elects to change the measurement 
bases selected for certain assets on the initial 

1 April 2015 
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adoption of Standards of GRAP. 

No significant impact is expected as the 
Municipality has no intention of changing it’s 
measurement bases. 


GRAP 18 

Segment Reporting 

1 April 2015 

(Original - Feb 

The objective of this Standard is to establish 


2011) 

principles for reporting financial information by 
segments. 

No significant impact is expected as information 
to a large extent is already included in the 
appendices to the financial statements which do 
not form part of the audited financial statements. 


GRAP 20 

Related Party Disclosure 

Unknown 

(Original - June 

The objective of this Standard is to ensure that a 


2011) 

Municipality’s financial statements contains the 
disclosures necessary to draw attention to the 
possibility that its financial position and surplus 
or deficit may have been affected by the 
existence of related parties and by transactions 
and outstanding balances with such parties. 

The Municipality resolved to adopt the 
disclosure requirements as per GRAP 20. The 
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information is therefore included in the financial 




statements. 


GRAP 32 


Service Concession Arrangements: Grantor 

Unknown 

(Original 

Aug 

The objective of this Standard is to prescribe the 


2013) 


accounting for service concession arrangements 
by the grantor and a public sector entity. 




No significant impact is expected as the 
Municipality’s current treatment is already in line 
with the Standards treatment. 


GRAP 105 


Transfer of Functions Between Entities 

1 April 2015 

(Original 

Nov 

Under Common Control 


2010) 


The objective of this Standard is to establish 
accounting principles for the acquirer and 
transferor in a transfer of functions between 

entities under common control. 




No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 106 


Transfer of Functions Between Entities Not 

1 April 2015 

(Original 

Nov 

Under Common Control 


2010) 


The objective of this Standard is to establish 
accounting principles for the acquirer in a 
transfer of functions between entities not under 
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common control. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 107 

Mergers 

1 April 2015 

(Original - Nov 
2010) 

The objective of this Standard is to establish 
accounting principles for the combined entity 
and combining entities in a merger. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 108 

Statutory Receivables 

Unknown 

(Original - Sept 
2013) 

The objective of this Standard is to prescribe 
accounting requirements for the recognition, 
measurement, presentation and disclosure of 
statutory receivables. 

The Municipality has revolved to adopt the 
principles as set out in GRAP 108 to formulate 
its own accounting policy. 


GRAP 109 

Accounting by Principles and Agents 

The objective of this Standard is to outline 
principles to be used by an entity to assess 
whether it is party to a principal-agent 

Unknown 
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arrangement, and whether it is a principal or an 
agent in undertaking transactions in terms of 
such an arrangement. 

No significant impact is expected as the 
Municipality’s current treatment is already in line 
with the Standards treatment. 


IGRAP 11 

Consolidation - Special Purpose Entities 
(SPE) 

The objective of this Interpretation of the 
Standard is to prescribe under what 
circumstances an entity should consolidate a 
SPE. 

No significant impact is expected as the 
Municipality does not have any SPE’s at this 
stage. 

1 April 2015 

IGRAP 12 

Jointly Controlled Entities non-monetary 
contributions 

The objective of this Interpretation of the 
Standard is to prescribe the treatment of 
profit/loss when an asset is sold or contributed 
by the venture to a Jointly Controlled Entity 
(JCE). 

No significant impact is expected as the 

1 April 2015 
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Municipality does not have any JCE’s at this 
stage. 


IGRAP17 

Service Concession Arrangements Where a 
Grantor Controls a Significant Residual 
Interest in an Asset 

This Interpretation of the Standards provides 
guidance to the grantor where it has entered 
into a service concession arrangement, but only 
controls a significant residual interest in a 
service concession asset at the end of the 
arrangement, where the arrangement does not 
constitute a lease. 

No such transactions or events are expected in 
the foreseeable future. 

Unknown 


These standards, amendments and interpretations will not have a significant impact on the Municipality once implemented. 


1.9. LEASES 


1.9.1 Municipality as Lessee 
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Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are 
transferred to the Municipality. Property, plant and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) subject to finance lease agreements are initially 
recognised at the lower of the asset’s fair value and the present value of the minimum lease payments. The corresponding liabilities are 
initially recognised at the inception of the lease and are measured as the sum of the minimum lease payments due in terms of the lease 
agreement, discounted for the effect of interest. In discounting the lease payments, the Municipality uses the interest rate that exactly 
discounts the lease payments and unguaranteed residual value to the fair value of the asset plus any direct costs incurred. 


Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to 
property, plant and equipment, investment property or intangibles assets. The lease liability is reduced by the lease payments, which 
are allocated between the lease finance cost and the capital repayment using the effective interest rate method. Lease finance costs 
are expensed when incurred. The accounting policies relating to de-recognition of financial instruments are applied to lease payables. 


Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are recognised on a 
straight-line basis over the term of the relevant lease. The difference between the straight-lined expenses and actual payments made 
will give rise to a liability. The Municipality shall recognise the aggregate benefit of incentives as a reduction of rental expense over the 
lease term, on a straight-line basis unless another systematic basis is representative of the time pattern of the lessee’s benefit from the 
use of the leased asset. 


1.9.2 Municipality as Lessor 
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Under a finance lease, the Municipality recognises the lease payments to be received in terms of a lease agreement as an asset 
(receivable). The receivable is calculated as the sum of all the minimum lease payments to be received, plus any unguaranteed 
residual accruing to the Municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by the capital portion 
of the lease instalments received, with the interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial instruments are applied to lease receivables. 


Operating leases are those leases that do not fall within the scope of the above definition. Operating lease revenue is recognised on a 
straight-line basis over the term of the relevant lease. The difference between the straight-lined revenue and actual payments received 
will give rise to an asset. The Municipality shall recognise the aggregate cost of incentives as a reduction of rental revenue over the 
lease term, on a straight-line basis unless another systematic basis is representative of the time pattern over which the benefit of the 
leased asset is diminished. 


1.10. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 


Conditional government grants are subject to specific conditions. If these specific conditions are not met, the monies received are 
repayable. 


Unspent conditional grants are financial liabilities that are separately reflected on the Statement of Financial Position. They represent 
unspent government grants, subsidies and contributions from the public. 
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This liability always has to be cash-backed. The following provisions are set for the creation and utilisation of this creditor: 


• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred to revenue in the Statement of Financial 
Performance. 

• The cash which backs up the creditor is invested as individual investment or part of the general investments of the Municipality until 
it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If it is payable to the funder it is recorded as part of 
the creditor. If it is the Municipality’s interest it is recognised as interest earned in the Statement of Financial Performance. 


1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 


Unpaid conditional grants are assets in terms of the Framework that are separately reflected on the Statement of Financial Position. 
The asset is recognised when the Municipality has an enforceable right to receive the grant or if it is virtually certain that it will be 
received based on that grant conditions have been met. They represent unpaid government grants, subsidies and contributions from 
the public. 


1.12. UNSPENT PUBLIC CONTRIBUTIONS 
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Public contributions are subject to specific conditions. If these specific conditions are not met, the monies received are repayable. 


Unspent public contributions are financial liabilities that are separately reflected on the Statement of Financial Position. They represent 
unspent contributions from the public. 


This liability always has to be cash-backed. The following provisions are set for the creation and utilisation of this creditor: 


• Unspent public contributions are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred to revenue in the Statement of Financial 
Performance. 

• The cash which backs up the creditor is invested as individual investment or part of the general investments of the municipality until 
it is utilised. 

• Interest earned on the investment is treated in accordance with the public contribution conditions. If it is payable to the funder it is 
recorded as part of the creditor. If it is the municipality’s interest it is recognised as interest earned in the Statement of Financial 
Performance. 


1.13. PROVISIONS 


Provisions are recognised when the Municipality has a present legal or constructive obligation as a result of past events, it is probable 
that an outflow of resource embodying economic benefits or service potential will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the current best estimate of 
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future outflows of resources. Where the effect is material, non-current provisions are discounted to their present value using a discount 
rate that reflects the market’s current assessment of the time value of money, adjusted for risks specific to the liability. 


The Municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the probability of 
an outflow of resources embodying economic benefits or service potential is remote. A contingent asset is disclosed where an inflow of 
economic benefits or service potential is probable. 


Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is 
sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present obligation under an onerous contract is recognised 
and measured as a provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision 
have been met: 


The Municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan 
or announcing its main features to those affected by it. 


The amount recognised as a provision is the best estimate of the expenditure required to settle the present obligation at the reporting 
date. 
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If it is no longer probable that an outflow of resources embodying economic benefits or service potential will be required to settle the 
obligation, the provision is de-recognised. 


1.14. EMPLOYEE BENEFITS 


Defined contribution plans are post-employment benefit plans under which the Municipality pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to 
pay all employee benefits relating to employee service in the current and prior periods. 


Defined benefit plans are post-employment benefit plans other than defined contribution plans. 


(a) Post Retirement Medical Obligations 


The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff 
according to the rules of the medical aid funds. Council pays 60% as contribution and the remaining 40% are paid by the members. 
The entitlement to these benefits is usually conditional on the employee remaining in service up to retirement age and the completion 
of a minimum service period. The present value of the defined benefit liability is actuarially determined in accordance with GRAP 25 - 
Employee benefits (using a discount rate applicable to high quality government bonds). The plan is unfunded. 
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These contributions are recognised in the Statement of Financial Performance when employees have rendered the service entitling 
them to the contribution. The liability was calculated by means of the projected unit credit actuarial valuation method. The liability in 
respect of current pensioners is regarded as fully accrued, and is therefore not split between a past (or accrued) and future in-service 
element. The liability is recognised at the present value of the defined benefit obligation at the reporting date, minus the fair value at 
the reporting date of plan assets (if any) out of which the obligations are to be settled directly, plus any liability that may arise as a 
result of a minimum funding requirements. Payments made by the Municipality are set-off against the liability, including notional 
interest, resulting from the valuation by the actuaries and are recognised in the Statement of Financial Performance as employee 
benefits upon valuation. 


Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the 
Statement of Financial Performance in the period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 


(b) Long Service Awards 


Long service awards are provided to employees who achieve certain pre-determined milestones of service within the Municipality. The 
Municipality’s obligation under these plans is valued by independent qualified actuaries annually and the corresponding liability is 
raised. Payments are set-off against the liability, including notional interest, resulting from the valuation by the actuaries and are 
recognised in the Statement of Financial Performance as employee benefits upon valuation. 
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Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the 
Statement of Financial Performance in the period that it occurs. These obligations are valued annually by independent qualified 
actuaries. 


(c) Provision for Staff Leave 

Liabilities for annual leave are recognised as they accrue to employees. The liability is based on the total amount of leave days, 
limited to 48 days, due to employees at year-end and also on the total salary of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current period’s entitlement is not used in full. All 
unused leave will be paid out to the specific employee at the end of that employee’s employment term. 

Accumulated leave is vesting 

(d) Staff Bonuses Accrued 


Liabilities for staff bonuses are recognised as they accrue to employees. The liability at year end is based on bonus accrued at year end for 
each employee. 

1.15. BORROWING COSTS 

The Municipality recognises all borrowing costs as an expense in the period in which they are incurred. 

1.16. PROPERTY, PLANT AND EQUIPMENT 
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1.16.1 Initial Recognition 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or supply 
of goods or services, rental to others, or for administrative purposes, and are expected to be used during more than one year. The cost of an 
item of property, plant and equipment shall be recognised as an asset if, and only if it is probable that future economic benefits or service 
potential associated with the item will flow to the entity, and the cost or fair value of the item can be measured reliably. Items of property, plant 
and equipment are initially recognised as assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and 
equipment is the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the Municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost also includes 
the necessary costs of dismantling and removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as separate items 
(major components) of property, plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be 
equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the assets acquired is initially measured at fair value (the cost). It the acquired item’s fair value was not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more 
than one period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

1.16.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and any 
accumulated impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 
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Where the Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new component. 
Subsequent expenditure incurred on an asset is capitalised when it increases the capacity or future economic benefits associated with the 
asset. 

1.16.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Depreciation 
of an asset begins when it is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect 
of any changes in estimate accounted for on a prospective basis. The annual depreciation rates are based on the following estimated useful 
lives: 



Years 


Years 

Infrastructure 


Other 


Roads and Paving 

5-100 

Buildings 

30-100 

Pedestrian Malls 

10-30 

Specialist vehicles 

3-60 

Electricity 

10-100 

Other vehicles 

3-30 

Water 

10-100 

Office equipment 

3-25 

Sewerage 

10-100 

Furniture and fittings 

2-30 

Housing 

30 

Watercraft 

15 


DRAFT 2 


CHAPTER 5 


299 




Bins and containers 

5 

Communitv 


Specialised plant and 


Buildings 

10-100 

Equipment 

3-40 

Recreational Facilities 

20-100 

Other plant and 


Security 

30 

Equipment 

3-40 

Halls 

30-100 

Landfill sites 

10-100 

Libraries 

100 

Quarries 

5-25 

Parks and gardens 

100 

Emergency equipment 

3-30 

Other assets 

10-100 

Computer equipment 

3-20 


Finance lease assets 

Office equipment 3-5 

Other assets 3-5 

Property, plant and equipment are reviewed at each reporting date for any indication of impairment. If any such indication exists, the asset’s 
recoverable amount is estimated. The impairment charged to the Statement of Financial Performance is the excess of the carrying value over 
the recoverable amount. 
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An impairment is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined had no impairment been recognised. A reversal of an impairment is recognised in the Statement of Financial Performance. 

1.16.4 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or when there are no further economic benefits or service 
potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 


1.16.5 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. For Land and 
Buildings the fair value as determined by a valuator was used in order to determine the deemed cost as on 1 July 2010. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2010. 


1.17. INTANGIBLE ASSETS 
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1.17.1 Initial Recognition 


An intangible asset is an identifiable non-monetary asset without physical substance. 


An asset meets the identifiability criterion in the definition of an intangible asset when it: 

• is separable, i.e. is capable of being separated or divided from the entity and sold, transferred, licensed, rented or exchanged, either 
individually or together with a related contract, asset or liability; or 

• arises from contractual rights (including rights arising from binding arrangements) or other legal rights (excluding rights granted by 
statute), regardless of whether those rights are transferable or separable from the entity or from other rights and obligations. 


The Municipality recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic 
benefits or service potential that are attributable to the asset will flow to the Municipality and the cost or fair value of the asset can be measured 
reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. Research expenditure is never 
capitalised, while development expenditure is only capitalised to the extent that: 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; and 
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• it is probable that the municipality will receive future economic benefits or service potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non- 
monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s 
deemed cost is the carrying amount of the asset(s) given up. 

1.17.2 Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any accumulated impairments losses. The cost of an 
intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but 
is subject to an annual impairment test. 


1.17.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the straight line 
method. Amortisation of an asset begins when it is available for use, i.e. when it is in the condition necessary for it to be capable of operating in 
the manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful 
lives are amortised separately. The estimated useful lives, residual values and amortisation method are reviewed at each year end, with the 
effect of any changes in estimate accounted for on a prospective basis. The annual amortisation rates are based on the following estimated 
useful lives: 


Intanqible Assets Years 

Computer Software 3-5 
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Computer Systems 


5-10 


1.17.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no further economic benefits or service potential expected 
from the use of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is determined as the difference between 
the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

1.17.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. For Intangible Assets 
the depreciated replacement cost method was used to establish the deemed cost as on 1 July 2010. 
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1.18. INVESTMENT PROPERTY 


1.18.1 Initial Recognition 

Investment property shall be recognised as an asset when, and only when: 


• it is probable that the future economic benefits or service potential that are associated with the investment property will flow to the 
entity, and 

• the cost or fair value of the investment property can be measured reliably. 


Investment property includes property (land or a building, or part of a building, or both land and buildings held under a finance lease) held to 
earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or services, 
or the sale of an asset in the ordinary course of operations. Property with a currently undetermined use, is also classified as investment 
property. 

At initial recognition, the Municipality measures investment property at cost including transaction costs once it meets the definition of 
investment property. However, where an investment property was acquired through a non-exchange transaction (i.e. where it acquired the 
investment property for no or a nominal value), its cost is its fair value as at the date of acquisition. The cost of self-constructed investment 
property is measured at cost. 

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment property to owner 
occupied property, the deemed cost for subsequent accounting is the fair value at the date of change in use. If owner occupied property 
becomes an investment property, the Municipality accounts for such property in accordance with the policy stated under property, plant and 
equipment up to the date of change in use. 


1.18.2 Subsequent Measurement - Cost Model 
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Subsequent to initial recognition, items of investment property are measured at cost less accumulated depreciation and any accumulated 
impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 

1.18.3 Depreciation and Impairment - Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Depreciation 
of an asset begins when it is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect 
of any changes in estimate accounted for on a prospective basis. 


Investment Propertv Years 
Buildings 30 

1.18.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further economic benefits expected from the use of the 
investment property. The gain or loss arising on the disposal or retirement of an item of investment property is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

1.18.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on 1 July 2010 

1.19 HERITAGE ASSETS 
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1.19.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, natural, scientific, technological or artistic significance and 
is held and preserved indefinitely for the benefit of present and future generations. 

A heritage asset is recognised as an asset if, and only if it is probable that future economic benefits or service potential associated with the 
asset will flow to the Municipality, and the cost or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where a heritage asset is acquired through a non-exchange 
transaction, its cost is deemed to be its fair value as at the date of acquisition. 

1.19.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated impairment losses. 

1.19.3 Subsequent Measurement - Revaluation Model 

After recognition as an asset, heritage assets are carried at a re-valued amount, being its fair value at the date of the revaluation less any 
subsequent impairment losses. 


If a heritage asset’s carrying amount is increased as a result of a revaluation, the increase is credited directly to a revaluation surplus. 
However, the increase is recognised in Statement of Financial Performance to the extent that it reverses a revaluation decrease of the 
same heritage asset previously recognised in the Statement of Financial Performance. 

If a heritage asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognised in the Statement of Financial 
Performance. However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that heritage asset. 

1.19.4 Depreciation and Impairment 
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Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any indication of impairment. If any such indication exists, the asset’s recoverable 
amount is estimated. The impairment recognised in the Statement of Financial Performance is the excess of the carrying value over the 
recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined had no impairment been recognised. A reversal of an impairment is recognised in the Statement of Financial Performance. 

1.19.5 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further economic benefits expected from the use of the heritage 
asset. The gain or loss arising on the disposal or retirement of a heritage asset is determined as the difference between the sales proceeds 
and the carrying value of the heritage asset and is recognised in the Statement of Financial Performance. 


1.19.6 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on 1 July 2010. 

1.20. IMPAIRMENT OF NON-FINANCIAL ASSETS 

1.20.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, or when 
annual impairment testing for an asset is required, the municipality estimates the asset’s recoverable amount. 
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An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value less costs to sell and its value in use and is 
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or 
groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is 
written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair 
value less costs to sell, an appropriate valuation model is used. Impairment losses are recognised in the Statement of Financial Performance in 
those expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no 
longer exist or may have decreased. If such indication exists, the Municipality estimates the asset’s or cash-generating unit’s recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s 
recoverable amount since the last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does not 
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss 
been recognised for the asset in prior years. Such reversal is recognised in the Statement of Financial Performance. 


1.20.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, or when 
annual impairment testing for an asset is required, the Municipality estimates the asset’s recoverable service amount. 

An asset’s recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. If the 
recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable service 
amount. That reduction is an impairment loss recorded in the Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset’s remaining service potential. The present value of the 
remaining service potential of the asset is determined using any one of the following approaches: 
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• depreciation replacement cost approach - the present value of the remaining service potential of an asset is determined as the 
depreciated replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service 
potential. This cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction 
(replication) of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is 
measured as the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the 
basis of such cost, to reflect the already consumed or expired service potential of the asset. 


• restoration cost approach - the cost of restoring the service potential of an asset to its pre-impaired level. Under this approach, the 
present value of the remaining service potential of the asset is determined by subtracting the estimated restoration cost of the asset 
from the current cost of replacing the remaining service potential of the asset before impairment. The latter cost is usually 
determined as the depreciated reproduction or replacement cost of the asset, whichever is lower. 


• service unit approach - the present value of the remaining service potential of the asset is determined by reducing the current cost of 
the remaining service potential of the asset before impairment, to conform with the reduced number of service units expected from 
the asset in its impaired state. As in the restoration cost approach, the current cost of replacing the remaining service potential of the 
asset before impairment is usually determined as the depreciated reproduction or replacement cost of the asset before impairment, 
whichever is lower. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between knowledgeable, willing 
parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit, unless the asset is carried at a revalued amount in accordance with another 
Standard of GRAP. Any impairment loss of a revalued asset shall be treated as a revaluation decrease in accordance with that Standard of 
GRAP. 
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The Municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for an 
asset may no longer exist or may have decreased. If any such indication exists, the Municipality estimates the recoverable service amount of 
that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been a change in the estimates used to determine the 
asset’s recoverable service amount since the last impairment loss was recognised. If this is the case, the carrying amount of the asset is 
increased to its recoverable service amount. The increased carrying amount of an asset attributable to a reversal of an impairment loss does 
not exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised 
for the asset in prior periods. Such a reversal of an impairment loss is recognised in the Statement of Financial Performance. 


1.21. NON CURRENT INVESTMENTS 


Financial instruments, which include, investments in municipal entities and fixed deposits invested in registered commercial banks, are 
stated at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the 
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carrying amount is charged or credited to the Statement of Financial Performance. 


The carrying amounts of such investments are reduced to recognise any decline, other than a temporary decline, 
individual investments. 


in the value of 


1.22. INVENTORIES 


1.22.1 Initial Recognition 


Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. Inventories shall 
be recognised as an asset if, and only if, it is probable that future economic benefits or service potential associated with the item will 
flow to the entity, and the cost of the inventories can be measured reliably. Inventories are initially recognised at cost. Cost generally 
refers to the purchase price, plus non-recoverable taxes, transport costs and any other costs in bringing the inventories to their current 
location and condition. Where inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and 
overheads used during the manufacturing process. 


Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to 
be equal to the fair value of the item on the date acquired. 
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1.22.2 Subsequent Measurement 


Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and 
net realisable value unless they are to be distributed at no or nominal charge, in which case they are measured at the lower of cost and 
current replacement cost. Redundant and slow-moving inventories are identified and written down. Differences arising on the valuation 
of inventory are recognised in the Statement of Financial Performance in the year in which they arose. The amount of any reversal of 
any write-down of inventories arising from an increase in net realisable value or current replacement cost is recognised as a reduction in 
the amount of inventories recognised as an expense in the period in which the reversal occurs. 


The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or 
consumed, unless that cost qualifies for capitalisation to the cost of another asset. 


The basis of allocating cost to inventory items is the weighted average method. 


Water inventory is measured annually at the reporting date by way of dip readings and the calculated volume in the distribution network. 


1.23. FINANCIAL INSTRUMENTS 
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Financial instruments recognised on the Statement of Financial Position include receivables (both from exchange transactions and non- 
exchange transactions), cash and cash equivalents, annuity loans and payables (both form exchange and non-exchange transactions). 


1.23.1 Initial Recognition 


Financial instruments are initially recognised when the Municipality becomes a party to the contractual provisions of the instrument at 
fair value plus, in the case of a financial asset or financial liability not at fair value, transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability 


1.23.2 Subsequent Measurement 


Financial Assets are categorised according to their nature as either financial assets at fair value, financial assets at amortised cost or 
financial assets at cost. Financial Liabilities are categorised as either at fair value, financial liabilities at cost or financial liabilities carried 
at amortised cost ("other”). The subsequent measurement of financial assets and liabilities depends on this categorisation. 


1.23.2.1 Receivables 
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Receivables are classified as financial assets at amortised cost, and are subsequently measured amortised cost using the effective 
interest rate method. 


For amounts due from debtors carried at amortised cost, the Municipality first assesses whether objective evidence of impairment exists 
individually for financial assets that are individually significant, or collectively for financial assets that are not individually significant. 
Objective evidence of impairment includes significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy 
or financial reorganisation and default or delinquency in payments (more than 90 days overdue). If the Municipality determines that no 
objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a 
group of financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective 
assessment of impairment. 


If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference between 
the asset’s carrying amount and the present value of estimated future cash flows (excluding future expected credit losses that have not 
yet been incurred). The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is 
recognised in the Statement of Financial Performance. Interest income continues to be accrued on the reduced carrying amount based 
on the original effective interest rate of the asset. Loans together with the associated allowance are written off when there is no realistic 
prospect of future recovery and all collateral has been realised or has been transferred to the municipality. If, in a subsequent year, the 
amount of the estimated impairment loss increases or decreases because of an event occurring after the impairment was recognised, 
the previously recognised impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later 
recovered, the recovery is recognised in the Statement of Financial Performance. 


The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate, if material. If a 
loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate. 
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1.23.2.2 


Payabtes and Annuity Loans 


Financial liabilities consist of payables and annuity loans. They are categorised as financial liabilities held at amortised cost, are initially 
recognised at fair value and subsequently measured at amortised cost using an effective interest rate, which is the initial carrying 
amount, less repayments, plus interest. 


1.23.2.3 Cash and Cash Equivalents 


Cash includes cash on hand (including petty cash) and cash with banks. Cash equivalents are short-term highly liquid investments, 
readily convertible into known amounts of cash that are held with registered banking institutions with maturities of three months or less 
and are subject to an insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents 
comprise cash on hand, highly liquid deposits and net of bank overdrafts. The Municipality categorises cash and cash equivalents as 
financial assets carried at amortised cost. 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. Amounts 
owing in respect of bank overdrafts are categorised as financial liabilities: other financial liabilities carried at amortised cost. 


1.23.3 De-recognition of Financial Instruments 
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1 . 23 . 3.1 


Financial Assets 


A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when: 


• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash 
flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Municipality has transferred 
substantially all the risks and rewards of the asset, or (b) the Municipality has neither transferred nor retained substantially all the 
risks and rewards of the asset, but has transferred control of the asset. 


When the Municipality has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, 
and has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the old 
asset is derecognised and a new asset is recognised to the extent of the Municipality’s continuing involvement in the asset. 


Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying 
amount of the asset and the maximum amount of consideration that the Municipality could be required to repay. 


When continuing involvement takes the form of a written and/or purchased option (including a cash settled option or similar provision) 
on the transferred asset, the extent of the Municipality’s continuing involvement is the amount of the transferred asset that the 
Municipality may repurchase, except that in the case of a written put option (including a cash settled option or similar provision) on an 
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asset measured at fair value, the extent of the Municipality’s continuing involvement is limited to the lower of the fair value of the 
transferred asset and the option exercise price. 


1.23.3.2 Financial Liabilities 


A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. 


When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an 
existing liability are substantially modified, such an exchange or modification is treated as a de-recognition of the original liability and the 
recognition of a new liability, and the difference in the respective carrying amounts is recognised in the Statement of Financial 
Performance. 


1.23.4 Offsetting of Financial Instruments 


Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial Position if, and only if, there 
is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to realise the 
assets and settle the liabilities simultaneously 
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1 . 24 . 


REVENUE 


1.24.1 Revenue from Non-Exchange Transactions 


Revenue from non-exchange transactions refers to transactions where the Municipality received revenue from another entity without 
directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the extent 
that the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 
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Grants, transfers and donations received or receivable are recognised when the resources that have been transferred meet the criteria 
for recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or donation is conditional. The 
liability is transferred to revenue as and when the conditions attached to the grant are met. Grants without any conditions attached are 
recognised as revenue when the asset is recognised. 


Revenue from property rates is recognised when the legal entitlement to this revenue arises. At the time of initial recognition the full 
amount of revenue is recognised. If the Municipality does not enforce its obligation to collect the revenue, is a subsequent event. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time 
proportionate basis as an exchange transaction. 


Penalty interest on unpaid rates is recognised on a time proportionate basis as an exchange transaction. 


Fine Revenue constitutes both spot fines and summonses. Fine revenue is recognised when the spot fine or summons is issued. In 
cases where fines and summonses are issued by another government institute, revenue will only be recognised when monies are 
received, as the Municipality does not have any control over fines issued by other government institutes. 


Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or 
where the contribution is to finance property, plant and equipment, when such items of property, plant and equipment qualifies for 
recognition and first becomes available for use by the Municipality. Where public contributions have been received but the Municipality 
has not met the related conditions, it is recognised as an unspent public contribution (liability). 
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Revenue from third parties i.e. insurance payments for assets impaired, are recognised when it can be measured reliably and is not 
being offset against the related expenses of repairs or renewals of the impaired assets. 


Contributed property, plant and equipment is recognised when such items of property, plant and equipment qualifies for recognition and 
become available for use by the Municipality. 


All unclaimed deposits are initially recognised as a liability until 36 months expires, when all unclaimed deposits into the Municipality’s 
bank account will be treated as revenue. This policy is in line with prescribed debt principle as enforced by the law. 


Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including 
those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the 
responsible councillors or officials is virtually certain. 


Revenue shall be measured at the fair value of the consideration received or receivable. 


When, as a result of a non-exchange transaction, a Municipality recognises an asset, it also recognises revenue equivalent to the 
amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability is required to be recognised it will be measured as the best estimate of the amount required to settle the present obligation at the 
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reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a liability is subsequently reduced 
because the taxable event occurs or a condition is satisfied, the amount of the reduction in the liability will be recognised as revenue. 


1.24.2 Revenue from Exchange Transactions 


Revenue from exchange transactions refers to revenue that accrued to the Municipality directly in return for services rendered/ goods 
sold, the value of which approximates the consideration received or receivable. At the time of initial recognition the full amount of 
revenue is recognised. If the Municipality does not enforce its obligation to collect the revenue, is a subsequent event. 


Service charges relating to electricity and water are based on consumption and a basic charge as per Council resolution. Meters are 
read on a monthly basis and are recognised as revenue when invoiced. Where the Municipality was unable to take the actual month’s 
reading of certain consumers, a provisional estimate of consumption for that month will be created. . The provisional estimates of 
consumption are recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing 
period in which meters have been read. These adjustments are recognised as revenue in the invoicing period. 


Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. It is estimated that pre-paid electricity is 
consumed within 2 to 3 days after date of purchase. The pre-paid electricity sold, but not consumed yet at year-end is regarded as not 
material and is not disclosed as under Payables from Exchange Transactions in the Statement of Financial Position. 
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Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each property 
that has improvements. Tariffs are determined per category of property usage, and are levied monthly based on the recorded number 
of refuse points per property. 


Service charges relating to sanitation (sewerage) are recognised on a monthly basis in arrears by applying the approved tariff to each 
property that has improvements. Tariffs are determined per category of property usage. In the case of residential property a fixed 
monthly tariff is levied and in the case of commercial property a tariff is levied based on the number of sewerage connection on the 
property. Service charges based on a basic charge as per Council resolution. 


Interest revenue is recognised using the effective interest rate method. 


Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 


Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is rendered by applying 
the relevant tariff. This includes the issuing of licences and permits. 


Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods are passed to the consumer. 


DRAFT 2 


CHAPTER 5 


323 


Revenue arising out of situations where the Municipality acts as an agent on behalf of another entity (the principal) is limited to the 
amount of any fee or commission payable to the municipality as compensation for executing the agreed services. 


Revenue shall be measured at the fair value of the consideration received or receivable. 


The amount of revenue arising on a transaction is usually determined by agreement between the entity and the purchaser or user of the 
asset or service. It is measured at the fair value of the consideration received or receivable taking into account the amount of any trade 
discounts and volume rebates allowed by the entity. 


In most cases, the consideration is in the form of cash or cash equivalents and the amount of revenue is the amount of cash or cash 
equivalents received or receivable. However, when the inflow of cash or cash equivalents is deferred, the fair value of the consideration 
may be less than the nominal amount of cash received or receivable. When the arrangement effectively constitutes a financing 
transaction, the fair value of the consideration is determined by discounting all future receipts using an imputed rate of interest. The 
imputed rate of interest is the more clearly determinable of either: 


• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current cash sales price of the goods or services. 


The difference between the fair value and the nominal amount of the consideration is recognised as interest revenue. 
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When goods or services are exchanged or swapped for goods or services which are of a similar nature and value, the exchange is not 
regarded as a transaction that generates revenue. When goods are sold or services are rendered in exchange for dissimilar goods or 
services, the exchange is regarded as a transaction that generates revenue. The revenue is measured at the fair value of the goods or 
services received, adjusted by the amount of any cash or cash equivalents transferred. When the fair value of the goods or services 
received cannot be measured reliably, the revenue is measured at the fair value of the goods or services given up, adjusted by the 
amount of any cash or cash equivalents transferred. 


1.25. RELATED PARTIES 


Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other 
party in making financial and operating decisions or if the related party entity and another entity are subject to common control. 


Related parties include: 

• Entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the reporting entity; 

• Individuals owning, directly or indirectly, an interest in the reporting entity that gives them significant influence over the entity, 
and close members of the family of any such individual; 

• Key management personnel, and close members of the family of key management personnel; and 

• Entities in which a substantial ownership interest is held, directly or indirectly, by any person described in the 2 nd and 3 rd bullet, 
or over which such a person is able to exercise significant influence. 
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Key management personnel include: 


• All directors or members of the governing body of the entity, being the Executive Mayor, Deputy Mayor, Speaker and members 
of the Mayoral Committee. 

• Other persons having the authority and responsibility for planning, directing and controlling the activities of the reporting entity 
being the Municipal Manager, Chief Financial Officer an all other managers reporting directly to the Municipal Manager or as 
designated by the Municipal Manager. 


1.26. UNAUTHORISED EXPENDITURE 


Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation 
received from another sphere of government, municipality or organ of state and expenditure in a form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense 
(measured at actual cost incurred) in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 


1.27. IRREGULAR EXPENDITURE 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal 
Systems Act (Act No. 32 of 2000), the Public Office Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality’s 
Supply Chain Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as 
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expenditure (measured at actual cost incurred) in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


1.28. FRUITLESS AND WASTEFUL EXPENDITURE 


Fruitless and wasteful expenditure is expenditure that was made in vain and could have been avoided had reasonable care been 
exercised. Fruitless and wasteful expenditure is accounted for as expenditure (measured at actual cost incurred) in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


1.29. CONTINGENT LIABILITIES 


DRAFT 2 


CHAPTER 5 


327 


A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence 
or non-occurrence of one or more uncertain future events not wholly within the control of the entity. A contingent liability could also be a 
present obligation that arises from past events, but is not recognised because it is not probable that an outflow of resources embodying 
economic benefits will be required to the obligation or the amount of the obligation cannot be measures with sufficient reliability. 


Management judgement is required when recognising and measuring contingent liabilities. 


1.30. PRESENTATION OF BUDGET INFORMATION 


The presentation of budget information was prepared in accordance with the best practice guidelines issued by National Treasury. The 
presentation of budget information is in line with the basis of accounting as per the GRAP Framework. GRAP 24: Presentation of 
Budget Information in Financial Statements is not yet effective. This standard brings new rules in respect of presentation of budget 
information. 


1.31. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 
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In the process of applying the Municipality’s accounting policy, management has made the following significant accounting judgements, 
estimates and assumptions, which have the most significant effect on the amounts recognised in the financial statements: 


Post retirement medical obligations, Long service awards and Ex gratia gatuities 


The cost of post retirement medical obligations, long service awards and ex-gartia gratuities are determined using actuarial valuations. 
The actuarial valuation involves making assumptions about discount rates, expected rates of return on assets, future salary increases, 
mortality rates and future pension increases. Major assumptions used are disclosed in note 3 of the Annual Financial Statements. Due 
to the long-term nature of these plans, such estimates are subject to significant uncertainty. 


Impairment of Receivables 


The calculation in respect of the impairment of debtors is based on an assessment of the extent to which debtors have defaulted on 
payments already due, and an assessment of their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 


Property, Plant and Equipment 
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The useful lives of property, plant and equipment are based on management’s estimation. Infrastructure’s useful lives are based on 
technical estimates of the practical useful lives for the different infrastructure types, given engineering technical knowledge of the 
infrastructure types and service requirements. For other assets and buildings management considers the impact of technology, 
availability of capital funding, service requirements and required return on assets to determine the optimum useful life expectation, 
where appropriate. The estimation of residual values of assets is also based on management’s judgement whether the assets will be 
sold or used to the end of their useful lives, and in what condition they will be at that time. 


Management referred to the following when making assumptions regarding useful lives and residual values of Property, Plant and 
Equipment. 


• The useful life of movable assets was determined using the age of similar assets available for sale in the active market. Discussions 
with people within the specific industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and useful life of infrastructure assets. 

• The Municipality referred to buildings in other municipal areas to determine the useful life of buildings. The Municipality also 
consulted with engineers to support the useful life of buildings, with specific reference to the structural design of buildings. 


For deemed cost applied to other assets as per adoption of Directive 7, management used the depreciation cost method which was 
based on assumptions about the remaining duration of the assets. 


The cost for depreciated replacement cost was determined by using either one of the following: 


• cost of items with a similar nature currently in the Municipality's asset register; 
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• cost of items with a similar nature in other municipalities’ asset registers, given that the other municipality has the same 
geographical setting as the Municipality and that the other municipality’s asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, management made use of on independent valuator. The 
valuator's valuation was based on assumptions about the market’s buying and selling trends and the remaining duration of the assets. 


Intangible Assets 


The useful lives of intangible assets are based on management’s estimation. Management considers the impact of technology, 
availability of capital funding, service requirements and required return on assets to determine the optimum useful life expectation, 
where appropriate. 


Management referred to the following when making assumptions regarding useful lives of intangible assets: 


• Reference was made to intangibles used within the Municipality and other municipalities to determine the useful life of the assets. 

For deemed cost applied to intangible assets as per adoption of Directive 7, management used the depreciation cost method which was 
based on assumptions about the remaining duration of the assets. 
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Investment Property 


The useful lives of investment property are based on management's estimation. Management considers the impact of technology, 
availability of capital funding, service requirements and required return on assets to determine the optimum useful life expectation, 
where appropriate. The estimation of residual values of assets is also based on management’s judgement whether the assets will be 
sold or used to the end of their economic lives, and in what condition they will be at that time. 


Management referred to the following when making assumptions regarding useful lives and valuation of investment property: 


• The Municipality referred to buildings in other municipal areas to determine the useful life of buildings. 

• The Municipality also consulted with professional engineers and qualified valuators to support the useful life of buildings. 


For deemed cost applied to Investment Property as per adoption of Directive 7, management made use of on independent valuator. 
The valuator’s valuation was based on assumptions about the market’s buying and selling trends and the remaining duration of the 
assets. 


Provisions and Contingent Liabilities 


Management judgement is required when recognising and measuring provisions and when measuring contingent liabilities. Provisions 
are discounted where the time value effect is material. 


DRAFT 2 


CHAPTER 5 


332 


Revenue Recognition 


Accounting Policy 1.24.1 on Revenue from Non-Exchange Transactions and Accounting Policy 1.24.2 on Revenue from Exchange 
Transactions describes the conditions under which revenue will be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the recognition of revenue as set out in GRAP 9: Revenue 
from Exchange Transactions and GRAP 23: Revenue from Non-Exchange Transactions.). Specifically, whether the Municipality, when 
goods are sold, had transferred to the buyer the significant risks and rewards of ownership of the goods and when services are 
rendered, whether the service has been performed. Revenue from the issuing of spot fines and summonses has been recognised when 
the spot fine or summons is issued. In cases where fines and summonses are issued by another government institute, revenue will only 
be recognised when monies are received, as the Municipality does not have any control over fines issued by other government 
institutes. 


Provision for Landfill Sites 


The provision for rehabilitation of the landfill site is recognised as and when the environmental liability arises. The provision is calculated 
by a qualified environmental engineer. The provision represents the net present value of the expected future cash flows to rehabilitate 
the landfill site at year end. To the extent that the obligations relate to an asset, it is capitalised as part of the cost of those assets. Any 
subsequent changes to an obligation that did not relate to the initial related asset is charged to the Statement of Financial Performance. 


Management referred to the following when making assumptions regarding provisions: 
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Professional engineers were utilised to determine the cost of rehabilitation of landfill sites as well as the remaining useful life of each 
specific landfill site. 

Interest rates (investment rate) linked to prime was used to calculate the effect of time value of money. 


Provision for Staff leave 


Staff leave is accrued to employees according to collective agreements. Provision is made for the full cost of accrued leave at reporting 
date. This provision will be realised as employees take leave or when employment is terminated. 


Provision for Performance bonuses 


The provision for performance bonuses represents the best estimate of the obligation at year end and is based on historic patterns of 
payment of performance bonuses. Performance bonuses are subject to an evaluation by Council. 


Componentisation of Infrastructure assets 


All infrastructure assets are unbundled into their significant components in order to depreciate all major components over the expected 
useful lives. The cost of each component is estimated based on the current market price of each component, depreciated for age and 
condition and recalculated to cost at the acquisition date if known or to the date of initially adopting the standards of GRAP. 
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Pre-paid electricity estimation 


Pre-paid electricity is only recognised as income once the electricity is consumed. The pre-paid electricity balance (included under 
payables) represents the best estimate of electricity sold at year-end that is still unused. The average pre-paid electricity sold per day 
during the year under review is used and the estimate is calculated using between 2 and 3 days worth of unused electricity. 


Componentisation of Infrastructure assets 


All infrastructure assets are unbundled into their significant components in order to depreciate all major components over the expected 
useful lives. The cost of each component is estimated based on the current market price of each component, depreciated for age and 
condition and recalculated to cost at the acquisition date if known or to the date of initially adopting the standards of GRAP. 


1.32. TAXES - VALUE ADDED TAX 


Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount of Value Added Tax recoverable 
from, or payable to, the taxation authority is included as part of receivables or payables in the Statement of Financial Position. 
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1.33. CAPITAL COMMITMENTS 


Capital commitments disclosed in the financial statements represents the contractual balance committed to capital projects on reporting 
date that will be incurred in the period subsequent to the specific reporting date. 


1.34. EVENTS AFTER REPORTING DATE 


Events after the reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date 
when the financial statements are authorised for issue. Two types of events can be identified: 
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• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the nature and an estimate of the financial effect. 


1.35 STATUTORY RECEIVABLES 


Statutory receivables arise from legislation, supporting regulations, or similar means and require settlement by another entity in cash or 
another financial asset. Statutory receivables can arise from both exchange and non-exchange transactions. 


1.35.1 Initial Recognition 


Statutory receivables are recognised when the related revenue is recognised or when the receivable meets the definition of an asset. 


1.35.2 Measurement 
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The Municipality initially measures the statutory receivables at their transaction amount. 

The Municipality measure statutory receivables after initial recognition using the cost method. Under the cost method, the initial 
measurement of the receivable is changed subsequent to reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 


The Municipality assesses at each reporting date whether there is any indication that a statutory receivable may be impaired. If there is 
an indication that a statutory receivable may be impaired, the Municipality measures the impairment loss as the difference between the 
estimated future cash flows and the carrying amount. Where the carrying amount is higher than the estimated future cash flows, the 
carrying amount of the statutory receivable is reduced, through the use of an allowance account. The amount of the loss is recognised 
in the Statement of Financial Performance. In estimating the future cash flows, the Municipality considers both the amount and timing of 
the cash flows that it will receive in future. Consequently, where the effect of the time value of money is material, the Municipality 
discounts the estimated future cash flows using a rate that reflects the current risk free rate and any risks specific to the statutory 
receivable for which the future cash flow estimates have not been adjusted. 


An impairment loss recognised in prior periods for a statutory receivable is revised if there has been a change in the estimates used 
since the last impairment loss was recognised, or to reflect the effect of discounting the estimated cash flows. Any previously 
recognised impairment loss is adjusted by adjusting the allowance account. The amount of any adjustment is recognised in the 
Statement of Financial Performance. 
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1.35.3 Derecognition 


The Municipality derecognises a statutory receivable when: 


(a) the rights to the cash flows from the receivable are settled, expire or are waived; 

(b) the Municipality transfers to another party substantially all of the risks and rewards of ownership of the receivable; or 

(c) the Municipality, despite having retained some significant risks and rewards of ownership of the receivable, has transferred control 
of the receivable to another party and the other party has the practical ability to sell the receivable in its entirety to an unrelated third 
party, and is able to exercise that ability unilaterally and without needing to impose additional restrictions on the transfer. In this 
case, the Municipality: 


(i) derecognise the receivable; and 
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GENERAL INFORMATION 


NATURE OF BUSINESS 

Magareng Municipality is a local municipality performing the functions as set out in the Constitution. (Act no 105 of 1996) 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. (Act no 117 of 
1998) 

JURISDICTION 

The Magareng Municipality includes the following areas: 

Warrenton Molekos Farm 

tkhutseng Sydneys Hope 

Windsorton 

Warrenvale Station 

Majeng 

MUNICIPAL MANAGER 

Mr M.L. Mokoena (Acting) 

CHIEF FINANCIAL OFFICER 

Mr O.M. Phasha 

REGISTERED OFFICE 

Magrieta Prinsloo Street, Warrenton, 8530 

AUDITORS 

Office of the Auditor General (Kimberley) 
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PRINCIPLE BANKERS 

FIRST NATIONAL Bank, Uys Street, Warrenton,8530 

ATTORNEYS 

Matthews and Partners, 33 Park road, Belgravia, Kimberley, 8301 

RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Employment Equity Act (Act no 55 of 1998) 

Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 

Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastructure Grants 


MEMBERS OF THE MAGARENG LOCAL MUNICIPALITY 
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WARD 

1 

2 

3 

4 

4 

5 

Proportional 

Proportional 

Proportional 

Proportional 


COUNCILLOR 

E.M. Hans 

V. M. Ximba 

G.E. Manopole (Mayor) 

W. D. Jones (Resigned April 2015) 
A.K.Zaliza (Started June 2015) 

.J. Potgieter 
O.M. Majola 
J. Louw 
M.R. Moieko 

S.P. Mnqathula(Left November 2014) 


APPROVAL OF FINANCIAL STATEMENTS 
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I am responsible for the preparation of these annual financial statements year ended 30 June 2015 , which are set out 
on pages 1 to 76 in terms of Section 126 (1) of the Municipal Finance Management Act and which I have signed on 
behalf of the Municipality. The annual financial statements have been prepared in accordance with GRAP. 


I acknowledge that I am ultimately responsible for the system of internal financial control and that the system of internal 
control provides reasonable assurance that the financial records can be relied on. 


I have reviewed the Municipality's cash flow forecast for the year to 30 June 2015 and is satisfied that the Municipality 
can continue in operational existence for the foreseeable future. 


The external auditors are responsible for independently reviewing and reporting on the Municipality’s financial 
statements. 


I certify that the remuneration of Councillors and in-kind benefits are within the upper limits of the framework envisaged 
in Section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of 
Corporative Governance determination in accordance with this Act. 


31 August 2015 


Mr M.L. Mokoena (Acting) 


Date 
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STATEMENT OF FINANCIAL POSITION 
AT 30 JUNE 2015 


Notes 


2015 

R 

(Actual) 


29 504 119 

2014 72 974 201 

R 0,40 

(Restated) 


NET ASSETS AND 
LIABILITIES 


Net Assets 


204 
478 131 


232 

161 156 


Accumulated 204 232 

Surplus/(Deficit) 478 131 161 156 
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31 676 273 
65 284 635 
0,49 


Non-Current Liabilities 


20 

877 674 


10 

469 908 


Long-term Liabilities 2 

Employee benefits 3 

Non-Current Provisions 4 

Non-Current Payables 7 


10 

394 337 
6 

534 337 
3 

949 000 


323 964 
8 

725 186 

1 

420 758 


Current Liabi I ities 


72 

974 201 


65 

284 635 
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Consumer Deposits 

5 

666 660 

617 683 



3 

3 

Current Employee benefits 

6 

407 313 

295 791 

Payables from exchange 
transactions 

7 

54 

442 190 

39 

778 271 

Unspent Conditional 

Government Grants and 


14 

21 

Receipts 

8 

134 074 

471 490 

Current Portion of Long-term 
Liabilities 

2 

323 964 

121 401 


Total Net Assets and 

298 

307 

Liabilities 

330 007 

915 699 


ASSETS 
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Non-Current Assets 


268 
825 887 


276 

239 426 


Property, Plant and 
Equipment 

Investment Property 

Intangible Assets 

Heritage Assets 

Capitalised Restoration 
Costs 


Current Assets 


256 268 

10 553 706 851 742 

6 6 

11 770 544 812 274 

12 316 806 395 953 


13 

5 

14 184 832 179 457 


29 

504 119 


31 

676 273 


DRAFT 2 


CHAPTER 5 


349 


Inventory 15 71 280 

Receivables from exchange 2 

transactions 16 526 306 

Receivables from non- 2 

exchange transactions 17 025 046 


Unpaid Conditional 

Government Grants and 
Receipts 8 


415 738 
12 

646 793 

1 

624 114 


Operating Lease Asset 18 

Taxes 9 

Cash and Cash Equivalents 19 


24 114 
20 

355 350 
4 

502 023 


22 308 
16 

087 759 


879 561 


Total Assets 


298 
330 007 


307 

915 699 
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STATEMENT OF 
FINANCIAL 

PERFORMANCE FOR THE 
YEARENDED 30 JUNE 
2015 


2015 2014 

Notes (Actual) (Restated) 

R R 

REVENUE 

Revenue from Non- 

exchange Transactions 64 658 827 58 520 702 

Taxation Revenue 4 725 901 4 522 649 
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Property taxes 


20 


4 725 901 


4 522 649 


Transfer Revenue 


59 869 574 


46 696 985 


Government Grants and 

Subsidies 21 59 869 574 46 696 985 


Other Revenue 


63 352 


7 301 068 


Actuarial Gains 


3 


208 435 
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Contributed PPE 


6 890 172 


Fines 


63 352 


202 461 


Revenue from Exchange 

Transactions 35 527 829 30 957 518 


Service Charges 22 29 322 808 

Rental of Facilities and 

Equipment 29 504 

Interest Earned - external 

investments 171 384 

Interest Earned - outstanding 

debtors 5 444 576 

Licences and Permits 347 411 

Other Income 23 212 146 


24 097 138 

52 995 

240 183 

5 199 344 
397 060 
970 798 
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Total Revenue 


100 186 656 89 478 220 


EXPENDITURE 


Employee related costs 

24 

30 

426 

859 

27 

695 

418 

Remuneration of Councillors 

25 

2 

324 

459 

2 

893 

209 

Debt Impairment 

26 

23 

035 

332 

2 

637 

393 

Depreciation and 








Amortisation 

27 

30 

323 

493 

30 

108 

065 

Repairs and Maintenance 


2 

734 

499 

3 

601 

951 
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Actuarial losses 


3 499 166 

Finance Charges 28 1 083 002 

Bulk Purchases 29 22 583 132 

Contracted services 30 2 481 737 

Stock Adjustments 29 

Operating Grant Expenditure 31 

General Expenses 32 12 377 997 


366 429 
992 194 
16 626 554 
3 301 819 
2 133 809 

15 707 689 


Total Expenditure 


127 869 676 


106 064 530 


NET SURPLUS/(DEFICIT) 

FOR THE YEAR (27 683 020) (16 586 310) 
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Difference 


2 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2015 

Accumulated Total 

Surplus/ 

(Deficit) 

R R 
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Balance at 30 JUNE 2013 322 795 733 322 795 733 

Correction of error - Refer to note 33.03 (74 048 274) (74 048 274) 


Restated Balance at 1 JULY 2013 

Net Deficit for the year 

Correction of error - Refer to note 33.04 
Rounding 

248 747 460 

(4 464 672) 

(12 121 640) 

8 

248 747 460 

(4 464 672) 

(12 121 640) 

(8) 

Baiance at 30 JUNE 2014 

232 161 156 

232 161 140 

Net Deficit for the year 

(27 683 020) 

(27 683 020) 

Rounding 

(5) 

5 

Balance at 30 JUNE 2015 

204 478 131 

204 478 125 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2015 

30 JUNE 



30 JUNE 2015 

2014 




(Actual) 


(Restated) 


Notes 

R 


R 


CASH FLOW FROM OPERATING ACTIVITIES 






Receipts 


15 

685 

14 

153 

Ratepayers and other 

664 



808 




52 

532 

57 

006 

Government 

159 



569 




5 

615 

5 

439 

Interest 

960 



527 
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Payments 


Suppliers and employees 
Finance charges 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 

Net Cash from Investing Activities 

CASH FLOW FROM FINANCING ACTIVITIES 

Loans repaid 
New agreements raised 
Increase in Consumer Deposits 
Rounding 

Net Cash from Financing Activities 



(55 136 

(63 801 

203) 


589) 


(1 083 

(992 

002) 


194) 


34 


10 



17 

614 

11 

806 

578 



122 



689) 

(17 

868 

(10 919 

027) 

689) 

(17 

868 

(10 919 

027) 



(121 

(111 

401) 

618) 

3 949 


000 

- 



48 

33 

977 

(3) 

314 



3 876 (78 

573 298) 
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NET INCREASE IN CASH AND CASH 




3 622 


808 

EQUIVALENTS 

462 


797 


Cash and Cash Equivalents at the beginning of the 


879 


70 

year 

561 

4 502 

764 

879 

Cash and Cash Equivalents at the end of the year 

35 023 


561 


NET INCREASE IN CASH AND CASH 


3 622 


808 

EQUIVALENTS 

462 


797 



STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2015 

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 


SSETS 


urrent 

Ca: 

Ca 


issets 

h 

investment deposits 


2015 

R 

(Actual) 


2015 

R 

(Final Budget) 


2015 

R 

(Variance) 


4 279 081 
222 942 


500 000 
2 200 000 


3 779 081 
(1 977 058) 
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s 

t 


Coi 

Otl 

Cu 

Inv 


Dtal cu 

on cur 

Lor 

Inv 

Inv 


Prc o 
Bio 

Intc 

Hei 


otal no 


ABILIl 

urrent 

Bai 
Boi 
Coi 
Tra i 


umer debtors 
r Receivables 

ant portion of long-term receivables 
ttory 

i ent assets 


ent assets 

term receivables 
stments 

stment property 
erty, plant and equipment 
ogical Assets 
ngible Assets 
itage Assets 

current assets 


DTAL i ,SSETS 


s 


3 992 165 
20 938 651 

71 280 


29 504 119 


6 770 544 
261 738 538 

316 806 


268 825 887 


298 330 007 


IES 


iabilities 

overdraft 
owing 

umer deposits 
e and other payables 
Prd/isions and Employee Benefits 


323 964 
666 660 
68 576 264 
3 407 313 


12 441 626 
1 000 000 
6 000 000 
1 000 000 


23 141 626 


7 229 011 
250 636 160 

762 743 


258 627 914 


281 769 540 


584 370 
56 000 000 


(8 449 461) 
19 938 651 
(6 000 000) 
(928 720) 


6 362 493 


(458 467) 
11 102 377 

(445 937) 


10 197 973 


16 560 466 


323 964 
82 290 
12 576 264 
3 407 313 
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Dtal cu 

on cur 

Boi 


Prc|/isions and Employee Benefits 

current liabilities 

ABILITIES 


Dtal no 


DTAL 


ET AS: IETS 


OMMU 

Act 

Re: 


i ent liabilities 

ent liabilities 

owing 


JITY WEALTH 

umulated Surplus/(Deficit) 
erves 


72 974 201 


16 928 674 


16 928 674 


89 902 875 


89 902 875 


204 478 131 


3TAL ( lOMMUNITY WEALTH/EQUITY 


204 478 131 


2015 


56 584 370 


16 389 831 


9 981 952 


6 946 722 


9 981 952 


6 946 722 


66 566 322 


23 336 553 


215 203 218 


(125 300 343) 


215 203 218 


(10 725 087) 


215 203 218 


(10 725 087) 


MAGARENG LOCAL MUNICIPALITY 
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2015 

ADJUSTMENTS TO APPROVED BUDGET 


2015 


2015 
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R 

(Approved Budget) 


R 

(Adjustments) 


R 

(Final Budget) 


SSETS 

urrent 

Ca: 

Ca 

Co 

Otl 

Cu 

Inv 


s 

t 


issets 


investment deposits 
umer debtors 
r Receivables 

ent portion of long-term receivables 
itory 


500 000 
2 200 000 
12 441 626 
1 000 000 
6 000 000 
1 000 000 


500 000 
2 200 000 
12 441 626 
1 000 000 
6 000 000 
1 000 000 


3tal cu 

on cur 

Lor 

Inv 

Inv 


i ent assets 

ent assets 

term receivables 
stments 

stment property 
Prcberty, plant and equipment 
Bio ogical Assets 
Intc ngible Assets 
He tage Assets 


23 141 626 


7 229 011 
250 636 160 

762 743 


23 141 626 


7 229 011 
250 636 160 

762 743 


otal no 


ABILIl 


DTAL i ,SSETS 


current assets 


IES 


258 627 914 - 258 627 914 


281 769 540 - 281 769 540 
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584 370 
56 000 000 


56 584 370 


9 981 952 


9 981 952 


66 566 322 


iabilities 

overdraft 
■owing 

sumer deposits 
Tra ie and other payables 
Prci/isions and Employee Benefits 


urrent 

Bai 

Boi 

Co 


Dtal cu 

on cur 

Boi 


ent liabilities 

owing 

Prcl/isions and Employee Benefits 

current liabilities 

ABILITIES 


otal no 


DTAL 


i ent liabilities 


ET AS: ;ets 


OMMU 


illTY WEALTH 


Act 

Re: 


umulated Surplus/(Deficit) 
erves 


0TAL ( IOMMUNITY WEALTH/EQUITY 


215 203 218 


215 203 218 


215 203 218 
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584 370 
56 000 000 


56 584 370 


9 981 952 


9 981 952 


66 566 322 


215 203 218 


215 203 218 


215 203 218 


REVENUE BY SOURCE 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUN' 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 Jl 

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 


2015 

R 

(Actual) 


2015 

R 

(Final Buget) 


Property rates 

4 725 901 

4 897 563 

Property rates - penalties & collection charges 

- 

700 000 

Service charges 

29 322 808 

31 497 579 

Rental of facilities and equipment 

29 504 

30 000 

Interest earned - external investments 

171 384 

323 302 

Interest earned - outstanding debtors 

5 444 576 

6 635 000 

Dividends received 

- 

- 

Fines 

63 352 

158 750 

Licences and permits 

347 411 

438 500 

Agency services 

- 

6 250 

Government Grants and Subsidies - Operating 

42 464 307 

30 328 692 

Other revenue 

212 146 

1 414 951 

Gains on disposal of PPE 

- 

200 000 

Total Operating Revenue 

82 781 389 

76 630 587 

EXPENDITURE BY TYPE 

Employee related costs 

30 426 859 

32 690 687 

Remuneration of councillors 

2 324 459 

3 119 260 
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Debt impairment 23 035 332 18 852 959 

Depreciation & asset impairment 30 323 493 11 186 314 

Finance charges 1 083 002 100 000 

Bulk purchases 22 583 132 13 839 713 

Other materials 

Contracted services 2 481 737 2 177 500 

Grants and subsidies paid - 6 761 000 

Other expenditure 15 611 662 17 134 848 

Loss on disposal of PPE 


Total Operating Expenditure 127 869 676 105 862 279 


Operating Deficit for the year (45 088 287) (29 231 692) 

Government Grants and Subsidies - Capital 17 405 267 21 487 000 


Net Deficit for the year (27 683 020) (7 744 692) 


MAGARENG LOCAL MUNICIPALITY 
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUN' 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 Jl 

ADJUSTMENTS TO APPROVED BUDGET 


2015 2015 

R R 
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REVENUE BY SOURCE 


(Approved Budget) 


(Adjustments) 


Property rates 

4 897 563 

- 

Property rates - penalties & collection charges 

1 000 000 

(300 000) 

Service charges 

29 455 356 

2 042 223 

Rental of facilities and equipment 

60 000 

(30 000) 

Interest earned - external investments 

1 003 500 

(680 198) 

Interest earned - outstanding debtors 

6 490 000 

145 000 

Dividends received 

- 

- 

Fines 

1 012 500 

(853 750) 

Licences and permits 

426 500 

12 000 

Agency services 

12 500 

(6 250) 

Government Grants and Subsidies - Operating 

39 351 000 

(9 022 308) 

Other revenue 

618 500 

796 451 

Gains on disposal of PPE 

1 987 630 

(1 787 630) 

Total Operating Revenue 

86 315 049 

(9 684 462) 

EXPENDITURE BY TYPE 

Employee related costs 

33 857 392 

(1 166 705) 

Remuneration of councillors 

3 119 260 

- 

Debt impairment 

18 852 959 

- 

Depreciation & asset impairment 

11 186 314 

- 

Finance charges 

100 000 

- 

Bulk purchases 

16 739 713 

(2 900 000) 

Other materials 

- 

- 

Contracted services 

2 842 000 

(664 500) 
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Grants and subsidies paid 
Other expenditure 
Loss on disposal of PPE 


6 761 000 
21 829 507 


(4 694 659) 


Total Operating Expenditure 115 288 143 -9 425 864 


Operating Deficit for the year (28 973 094) (258 598) 

Government Grants and Subsidies - Capital 22 287 000 (800 000) 


Net Deficit for the year (6 686 094) (1 058 598) 


STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2015 

COMPARISON OF ACTUAL FIGURES TO FINAL BUDGET 


2015 

2015 

2015 

R 

R 

R 

(Actual) 

(Final Buget) 

(Variance 


Ratepayers and other 

15 685 664 

27 535 706 

(11 850 042) 

Government - operating 

27 874 926 

30 328 692 

(2 453 766) 

Government - capital 

24 657 233 

21 487 000 

3 170 233 

Interest 

5 615 960 

6 958 302 

(1 342 342) 

Dividends 

- 

- 

- 
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Suppliers and Employees 


(55 136 203) 


(68 656 316) 


13 520 113 


Finance charges 
Transfers and Grants 


(1 083 002) 


(100 000) 
(6 963 000) 


(983 002) 
6 963 000 


17 614 578 


10 590 384 


LONG-TERM LIABILITIES 

Capitalised Lease Liability - At amortised cost 

Current Portion transferred to Current Liabilities 

Capitalised Lease Liability - At amortised cost 

Total Long-term Liabi I ities - At amortised cost using the effective interest rate method 

The obligations under finance leases are scheduled below: 

Amounts payable under finance leases: 

Payable within one year 
Payable within two to five years 
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Payable after five years 


Less: Future finance obligations 

Present value of lease obligations 

The capitalised lease liability consist out of the following contracts: 

Supplier Description of leased item Effective Interest rate 

Mercedes-Benz Financial Services Motor vehicles 8.51% - 9.26% 

Refer to Appendix A for descriptions, maturity dates and effective interest rates of structured loans and finance. 

EMPLOYEE BENEFITS 

Post Retirement Benefits - Refer to Note 4.1 
Long Service Awards - Refer to Note 4.2 

Total Non-current Employee Benefit Liabilities 

Post Retirement Benefits 

Balance 1 July 
Contribution for the year 
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Interest Cost 
Expenditure for the year 
Actuarial Loss 

Total post retirement benefits 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


Lona Service Awards 

Balance 1 July 
Contribution for the year 
Interest Cost 
Expenditure for the year 
Actuarial (Gain) 

Total long service 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


TOTAL NON-CURRENT EMPOLYEE BENEFITS 


Balance 1 July 
Contribution for the year 
Interest cost 
Expenditure for the year 
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Actuarial Loss/(Gain) 


3,1 


Total employee benefits 30 June 

Less: Transfer of Current Portion - Note 6 


Balance 30 June 


EMPLOYEE BENEFITS (CONTINUE) 
Post Retirement Benefits 


The Post Retirement Benefit Plan is a defined benefit plan, of which the members are made up as follows: 

In-service (employee) members 

In-service (employee) non-members 

Continuation members (e.g. Retirees, widows, orphans) 

Total Members 


The liability in respect of past service has been estimated to be as follows: 

In-service (employee) members 

In-service (employee) non-members 

Continuation members (e.g. Retirees, widows, orphans) 

Total Liability 
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The liability in respect of periods commencing prior to the comparative year has been estimated as follows: 


In-service members 
Continuation members 

Total Liability 


Experience adjustments were calculated as follows: 

Liabilities: (Gain) / loss 
Assets: Gain / (loss) 


The municipality makes monthly contributions for health care arrangements to the following medical aid schemes: 

Bonitas; 

LA Health 
Samwumed; and 
Keyhealth. 

Key actuarial assumptions used: 

i) Rate of interest 

Discount rate 

Health Care Cost Inflation Rate 
Net Effective Discount Rate 
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Discount Rate: GRAP 25 stipulates that the choice of this rate should be derived from high quality corporate bond yields. However, where the market in these bonds is not sigi 
government bonds consistent with the estimated term of the post-employment liabilities shc 

Consequently, a discount rate of 9.08% per annum has been used. The corresponding index-linked yield at this term is 1.80%. These rates do not reflect any adjustment foi 
deduced from the JSE Zero Coupon bond yield after the market close on 30 June 2015. 

ii) Mortality rates 

The PA 90 ultimate table, rated down by 1 year of age was used by the actuaries. 

iii) Normal retirement age 


It has been assumed that in-service members will retire at age 63, which then implicitly allows for expected rates of early and ill-health retirement. 

The amounts recognised in the Statement of Financial Position are as follows: 

Present value of fund obligations 

Total Liability 


The fund is wholly unfunded. 


The municipality has elected to recognise the full increase in this defined benefit liability immediately as per IAS 19, Employee Benefits, paragraph 155 (a). 


EMPLOYEE BENEFITS (CONTINUE) 
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Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Paid 

Actuarial losses 

Present value of fund obligation at the end of the year 
Less: Transfer of Current Portion - Note 6 

Balance 30 June 

Sensitivity Analysis on the Accrued Liability 


In-service members liabiiity 


Assumption 

Change 

( Rm ) 

Central Assumptions 


6,814 

Health care inflation 

+1% 

8,286 

Health care inflation 

-1% 

5,657 

Discount Rate 

+1% 

5,674 

Discount Rate 

-1% 

8,288 

Post-retirement mortality 

-1 year 

7,065 

Average retirement age 

-1 year 

7,430 
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Continuation of membership at retirement 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2015 


- 10 % 


5,310 


Current-service Cost 

Assumption Change (R) 

Central Assumption 535 400 

Health care inflation +1% 669 600 

Health care inflation -1% 432 700 

Discount Rate +1% 438 200 

Discount Rate -1% 663 700 

Post-retirement mortality -1 year 554 700 

Average retirement age -1 year 582 200 

Continuation of membership at retirement -10% 410 500 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2016 

Current-service Cost 

Assumption Change (R) 

Central Assumption 595 900 

Health care inflation +1% 741 300 

Health care inflation -1% 484 200 

Discount Rate +1% 490 300 

Discount Rate -1% 734 700 

Post-retirement mortality -1 year 617 300 

Average retirement age -1 year 593 600 

Continuation of membership at retirement -10% 465 700 

3,2 Long Service Bonuses 
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The Long Service Bonus plans are defined benefit plans. 

As at year end, the following number of employees were eligible for Long Service Bonuses. 


Key actuarial assumptions used: 

i) Rate of interest 

Discount rate 

General Salary Inflation (long-term) 

Net Effective Discount Rate applied to salary-related Long Service Bonuses 


Discount Rate: GRAP 25 stipulates that the choice of this rate should be derived from high quality corporate bond yields. However, where the market in these bonds is not < 
bonds consistent with the estimated term of the liabilities 

Consequently, a discount rate of 8.05% per annum has been used. This is derived by using a liability-weighted average of the yields corresponding to the average term unl 
employee. The corresponding liability-weighted index-linked yield is 1.37%. These rates do not reflect any adjustment for taxation. These rates were deduced from the Johann 
bond yield after the market close on 30 June 2015. 

The amounts recognised in the Statement of Financial Position are as follows: 

Present value of fund obligations 

Net liability 
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The liability in respect of periods commencing prior to the comparative year has been estimated as follows: 


Total Liability 


Experience adjustments were calculated as follows: 

Liabilities: (Gain) / loss 
Assets: Gain / (loss) 


The municipality performed their first actuarial valuation on 30 June 2012. Thus there are no experience adjustment figures available on or before 30 June 2012 to fully 
comply with GRAP 25 

Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 
Total expenses 

Current service cost 
Interest Cost 
Benefits Paid 

Actuarial (gains) 

Present value of fund obligation at the end of the year 
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Less: 


Transfer of Current Portion - Note 6 


Balance 30 June 


EMPLOYEE BENEFITS (CONTINUE) 

Sensitivity Analysis on the Unfunded Accrued Liability 


Assumption 

Central assumptions 
General salary inflation 
General salary inflation 
Discount Rate 
Discount Rate 
Average retirement age 
Average retirement age 
Withdrawal rates 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2015 


Current-service Cost 


Assumption 
Central Assumption 

Health care inflation 
Health care inflation 
Discount Rate 
Discount Rate 
Average retirement age 
Average retirement age 


Change 


+ 1 % 

- 1 % 

+ 1 % 

- 1 % 

-2 year 
+2 year 


156 100 

169 700 
144 100 

143 600 

170 600 

144 200 

171 400 


(R) 
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Withdrawal rates 


3,3 


-50% 210 000 

Sensitivity Analysis on Current-service and Interest Costs for year ending 30/06/2016 

Current-service Cost 


Assumption 

Change 


Central Assumption 


200 100 

Health care inflation 

+1% 

218 100 

Health care inflation 

-1% 

184 100 

Discount Rate 

+1% 

185 200 

Discount Rate 

-1% 

217 200 

Average retirement age 

-2 year 

181 500 

Average retirement age 

+2 year 

217 500 

Withdrawal rates 

-50% 

268 300 


Retirement funds 


The Municipality requested detailed employee and pensioner information as well as information on the Municipality’s share of the Pension and Retirement Funds’ assets from the fi 
administrator confirmed that assets of the Pension and Retirement Funds are not split per participating employer. Therefore, the Municipality is unable to determine the value of the plar 
25. 

As part of the Municipality’s process to value the defined benefit liabilities, the Municipality requested pensioner data from the fund administrator. The fund administrator claim th, 
confidential and were not willing to share the information with the Municipality. Without detailed pensioner data the Municipality was unable to calculate a reliable estimate of the a 
pensioners who qualify for a defined benefit pension. 
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Therefore, although the Cape Joint Retirement Fund is a Multi Employer fund defined as defined benefit plan, it will be accounted for as defined contribution plan. All the required di 
defined in GRAP 25.31. 


CAPE JOINT PENSION FUND 


The contribution rate payable is 9% by members and 18% by Council. The last actuarial valuation performed for the year ended 30 June 2014 revealed that the fund is in a sound fins 
level of 99.9% (30 June 2013 - 100.2%). 


DEFINED CONTRIBUTION FUNDS 


The contribution rate payable is 9% by members and 18% or 23.06% by Council, till 31 August 2014. The last actuarial valuation performed for the year ended 30 June 2014 revealed 
financial position with a funding level of 101.70% (30 June 2013 - 99.20%). Whilst this has increased since the previous actuarial valuations it is still within the Registrar's normally ac 
95% funding level, provided that the previous statutory valuation reflected at least a 99.4% funding level. 


Contributions paid recognised in the Statement of Financial Performance 


NON-CURRENT PROVISIONS 

Provision for Rehabilitation of Landfill-sites 
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Total Non-current Employee Benefit Liabi I ities 


Landfill Sites 

Balance 1 July 
Increase in Estimate 
Unwinding of discounted interest 

Total provision 30 June 

Less: Transfer of Current Portion to Current Provisions 


Balance 30 June 


The municipality has an obligation to rehabilitate landfill sites at the end of the expected usefull life of the asset. Total cost and estimated date of decommission of the sites are as follow: 


Location 


Estimated decommission date 


Warrenton 


2019 


Material Assumtions used 

Area of landfill site consumed 
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Warrenton 
Discount Rate used 


The discount rate used the calculate the present value of the rehabilitation costs at each reporting period is based on a calculated risk free rate as determined by the municipality. Thi: 
investment rate the municipality can obtain from an A grade financial institution. This rate used is also within the inflation target range of the South African Reserve Bank of between 3% 

The licence of the landfill site is currently issued to Frances Baard District Municipality and must still be transferred to Magareng Municipality. 


CONSUMER DEPOSITS 

Electricity 

Water 

Total Consumer Deposits 


CURRENT EMPLOYEE BENEFITS 

Current Portion of Post Retirement Benefits - Note 3 
Current Portion of Long-Service Provisions - Note 3 
Staff Leave 

Staff Bonuses accrued 

Total Current Employee Benefits 
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The movement in current employee benefits are reconciled as follows: 

Staff Leave 

Balance at beginning of year 
Contribution to current portion 
Expenditure incurred 

Balance at end of year 

Staff leave accrued to employees according to collective agreement. Provision is made for the full cost of accrued leave at reporting date. This provision will be realised as employ 
possibility of reimbursement. 


CURRENT EMPLOYEE BENEFITS (CONTINUE) 

Staff Bonuses accrued 

Balance at beginning of year 
Contribution to current portion 

Balance at end of year 
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Bonuses are being paid to all municipal staff, excluding section 57 Managers. The balance at year end represent to portion of the bonus that have already vested for the current salary 
of reimbursement. 


PAYABLES FROM EXCHANGE TRANSACTIONS 


Trade Payables 

Payments received in advance 
Deposits received 

Salary deductions and unknown deposits on bank statements 
LESS: Non-current Payables 

Total Payables from Exchange transactions 


All payables are unsecured. 

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 
Unspent Grants 


National Government Grants 
Provincial Government Grants 
District Municipality 


Less: Unpaid Grants 
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National Government Grants 
Provincial Government Grants 
District Municipality 


Total Conditional Grants and Receipts 


See appendix "D" for reconciliation of grants from other spheres of government. The municipality complied with the conditions attached to all grants received to the extent of revenue r 
394 000 grants were withheld. 

Unspent grants can mainly be attributed to projects that are work in progress on the relevant financial year-ends. 


TAXES 

9,1 VAT PAYABLE 

VAT Payable 
T otal Vat payable 


9,2 VAT RECEIVABLE 

VAT receivable 


Total VAT receivable 
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9,3 


VAT DEBT IMPAIRMENT 


9,4 


VAT Debt Impairment 


Total VAT Debt Impairment 


NET VAT RECEIVABLE/(PAYABLE) 


VAT is receivable/payable on the cash basis. 


PROPERTY, PLANT AND EQUIPMENT 

See attached sheet 


PROPERTY, PLANT AND EQUIPMENT 

See attached sheet 


PROPERTY, PLANT AND EQUIPMENT (CONTINUE) 
Third party payments received for losses incurred: 
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Payments received (Excluding VAT) 
Carrying value of assets written off/lost 

Surplus/Deficit 


Impairment of property plant and equipment for the year 

Impairment charges on Property, plant and equipment recognised in statement of financial performance 

Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 


Reversal of impairment charges on property plant and equipment for the year 

Impairment charges on Property, plant and equipment recognised in statement of financial performance 

Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 
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Cumulative impairment charges included in major balances 


Land and Buildings 

Infrastructure 

Community Assets 

Lease Assets 

Heritage 

Other 


Effect of changes in accounting estimates 


There were no change in accounting estimate as GRAP 17 was only fullly implemented during the current year ander review due to Directive 4. 


Effect on Property, plant and equipment 


INVESTMENT PROPERTY 
Net Carrying amount at 1 July 

Cost 
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Accumulated Depreciation 


Depreciation for the year 

Net Carrying amount at 30 June 

Cost 

Accumulated Depreciation 

There are no restrictions on the realisability of Investment Property or the remittance of revenue and proceeds of disposal. 

There are no contractual obligations to purchase, construct or develop investment property or for repairs, maintenance or enhancements. 
Revenue derived from the rental of investment property 

Operating expenditure incurred on properties generating revenue 

Operating expenditure incurred on properties not generating revenue 
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INTANGIBLE ASSETS 


Computer Software 

Net Carrying amount at 1 July 

Cost 

Accumulated Amortisation 
Amortisation 

Net Carrying amount at 30 June 

Cost 

Accumulated Amortisation 

The following material intangible assets are included in the carrying value above 

Remaininq Amortisation 

Description Period 

E-Venus Financial Management System 4 

No Intangible Asset Were Assessed Having An Indefinite Useful Life. 

There are no internally generated intangible assets at reporting date. 

There are no intangible assets whose title is restricted. 
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There are no intangible assets pledged as security for liabilities 

There are no contractual commitments for the acquisition of intangible assets. 


HERITAGE ASSETS 

Net Carrying amount at 1 July 

Acquisitions 

Disposals 

Impairments 

Reversal of Impairment losses 

Transfers from Property, Plant and equipment 

Net Carrying amount at 30 June 

Cost 

Accumulated Impairment 


There are no restrictions on the realisability of Heritage Assets or the remittance of revenue and proceeds of disposal. 


There are no contractual obligations to purchase, construct or develop Heritage Assets or for repairs, maintenance or enhancements. 
There are no Heritage Assets pledged as security for liabilities 
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Third party payments received for losses and impairments incurred: 


Payments received (Excluding VAT) 

Carrying value of assets written off/lost/impaired 

Surplus/Deficit 


CAPITALISED RESTORATION COST 
Net Carrying amount at 1 July 

Additions 

Depreciation 

Impairment 

Net Carrying amount at 30 June 

Cost 

Accumulated Depreciation 
Accumulated Impairments 


Refuse tip-sites financed by way of a provision recognised previously not recognised - Refer to note 4 

INVENTORY 

Water - at cost 
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Maintenance materials 
Stores 

Total Inventory 


RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Service Receivables 

Electricity 

Water 

Refuse 

Sewerage 

Housing Rental 

Other 

Total Service Receivables 

Less: Provision for Debt Impairment 

Net Service Receivables 


Other Receivables 

Other Arrears 

Total Other Receivables 

Less: Provision for Debt Impairment 

Net Other Receivables 
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Total Net Receivables from Exchange Transactions 


Consumer debtors are are payable within 30 days. This credit period granted is considered to be consistent with the terms used in the public sector, through established practices 
trade and other receivables on initial recognition is not deemed necessary 

Ageing of Receivables from Exchange Transactions: 

(Electricity): Acieinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


(Water): Ageing 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


( Refuse ): Acieinci 
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Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


(Seweraqe): Acieinci 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


RECEIVABLES FROM EXCHANGE TRANSACTIONS (CONTINUE) 

(Housinci Rental): Acieinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 
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( Other ): Aqeinct 


Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


( Total ): Aqeinq 

Current (0 - 30 days) 
31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


Reconciliation of Provision for Bad Debts 


DRAFT 2 


CHAPTER 5 


396 


Balance at beginning of year 
Contribution to provision/reversal of provision 
Bad Debts Written Off 

Balance at end of year 


The Provision for Impairment could be allocated between the different classes of receivables as follows: 

Electricity 

Water 

Refuse 

Sewerage 

Housing Rental 

Other 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Rates 

Other Receivables 

Total Receivables from Non-Exchange Transactions 

Less: Allowance for Doubtful Debts 

Total Net Receivables from Non-Exchange Transactions 
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Rates debtors are payable within 30 days. This credit period granted is considered to be consistent with the terms used in the public sector, through established practices and leg 
debtors are not performed in terms of GRAP 104 on initial recognition. 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS (CONTINUE) 

Ageing of Receivables from Non-Exchange Transactions: 

( Rates ): Acieinci 

Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
+ 90 Days 

Total 


Reconciliation of Provision for Bad Debts 

Balance at beginning of year 
Contribution to provision/reversal of provision 
Bad Debts Written Off 

Balance at end of year 


The entire provision for bad debts relates to the outstanding rates balance. 
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OPERATING LEASE ARRANGEMENTS 


18,1 


The Municipality as Lessor (Asset) 

Balance on 1 July 

Movement during the year 


Balance on 30 June 


At the Statement of Financial Position date, where the municipality acts as a lessor under operating leases, it will receive operating lease income as follows: 


Up to 1 Year 
1 to 5 Years 
More than 5 Years 

Total Operating Lease Arrangements 


This relates to a 9 years 11 months lease agreement with MTN as Lessee for land on which a cell phone tower was erected. This lease commenced in October 2010 and 
commenced in October 2010 and escalates at 8% per year. 

This lease income was determined from contracts that have a specific conditional income and does not include lease income which has a undetermined conditional income. 

The municipality does not engage in any sub-lease arrangements. 

The municipality did not receive any contingent rent during the year 
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Provide further detail regarding contingent rent 


CASH AND CASH EQUIVALENTS 
Assets 

Call Investments Deposits 
Primary Bank Account 

Balance previously reported 
Correction of error - Refer to note 

Cash Floats 

Total Cash and Cash Equivalents - Assets 


Liabi lities 

Primary Bank Account 


Total Cash and Cash Equivalents - Liabilities 


Cash and cash equivalents comprise cash held and short term deposits. The carrying amount of these assets approximates their fair value. 
The municipality has the following bank accounts: 

Current Accounts 
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ABSA Bank - Cheque Account - 2290000036: 
First National Bank - Account - 62314181075: 


First National Bank - Account - 62314181075: 

Cash book balance at beginning of year 
Cash book balance at end of year 


Bank statement balance at beginning of year 
Bank statement balance at end of year 


Call Investment Deposits 

Call investment deposits consist out of the following accounts: 

FNB - Acc.no.7442 2832 862 
FNB - Acc.no.6246 3875 199 


PROPERTY TAXES 
Actual 

Rateable Land and Buildings 
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Residential 
Commercial Property 
State 
Other 

Total Assessment Rates 


Valuations - 1 JULY 2014 
Rateable Land and Buildings 

Residential 

Commercial 

State 

Municipal 

Small holdings and farms 

Total Assessment Rates 


Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2010. Interim valuations are processed on an annual basis to t£ 
individual property values due to alterations and subdivisions. 


Rates are levied monthly and are payable after due dates. Interest is levied at the prime rate plus 1% on outstanding amounts after due dates 


GOVERNMENT GRANTS AND SUBSIDIES 
Unconditional Grants 
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Equitable Share 


Conditional Grants 

Finance Management Grant 
Municipal Infrastructure Grant 
Municipal Systems Improvement Grant 
Frances Baard 
DWAF 

Expanded Public Works Programme (EPWP) - Paving Warrenvale 

Library Development Fund 

Intergrated National Electrification Programme 

Expanded Public Works Programme (EPWP) - Paving Ikhutseng 

Total Government Grants and Subsidies 


Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 

Revenue recognised per vote as required by Section 123 (c) of the MFMA 

Equitable share 

Executive & Council 

Budget & Treasury 

Community & Social Services 

Road Transport 

Water 

Electricity 
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21,01 


21,02 


The municipality does not expect any significant changes to the level of grants. 

Equitable share 

Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 

The Equitable Share is the unconditional share of the revenue raised nationally and is being allocated in terms of Section 214 of the Constitution (Act 108 of 1996) to the municipality by 

Finance Management Grant 

Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 


The Financial Management Grant is paid by National Treasury to municipalities to help implement the financial reforms required by the Municipal Finance Management Act (MFMA), 
pays for the cost of the Financial Management Internship Programme (e.g. salary costs of the Financial Management Interns). 


GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 
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21,03 


Municipal Infrastructure Grant 


Opening balance 
Grants received 
Grants forfeited 

Conditions met - transferred to revenue 
Conditions still to be met 


The Municipal Infrastructure Grant (MIG) is a conditional grant to support municipal capital budgets to fund municipal infrastructure and to upgrade existing infrastructure, primarily benef 


21,04 


Municipal Systems Improvement Grant 


Grants received 

Conditions met - transferred to revenue 


Conditions still to be met 


The Municipal Systems Improvement Grant (MSIG) is a conditional grant directed to selected Local and District municipalities. The purpose of the grant is to support municipalities in irr 
provided in the Municipal Systems Act, Municipal Structures Act and other related local government policy and legislation so that they can carry mandated functions effectively. 


21,05 


Frances Baard 


Opening balance 
Grants received 
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Conditions met - transferred to revenue 


21,06 


21,07 


Conditions still to be met 


The Frances Baard Grant is paid by Frances Baard District Municipality to the municipality to help implement the financial reforms required by the Municipal Finance Management Act (f» 


Department of Water and Forestry (DWAF) 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Conditions still to be met 


The Department of Water and Forestry grant was used for water personnel sallaries in the Magareng area. 


Provincial Infrastructure Grant 

Opening balance 

Conditions still to be met 

The Department of Public Works grant was used for the upgrading of the sewer netwok in the Magareng area. 


DRAFT 2 


CHAPTER 5 


406 


21,08 


Library Development Fund 


21.09 


21,10 


Opening balance 

Grants received/forfeited 

Conditions met - transferred to revenue 

Conditions still to be met 


The Department of Sport, Arts & Culture grant was used for the development of libraries in the Magareng area. 


GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE) 

Expanded Public Works Program (EPWP) 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
Grants Forfeited 

Conditions still to be met 


The EPWP grant was used for road infrastructure development in the Magareng area. 


Other Grants 

Opening balance 
Grants received 

Conditions met - transferred to revenue 
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21,11 


Grants Forfeited 

Conditions still to be met 


Other grants include grants like Intergrated National Electrification Programme (INEP) and Agricultured Grant 


Total Grants 

Opening balance 
Correction of Error - Note 
Grants received 
Grants forfeited 

Conditions met - transferred to revenue 
Conditions still to be met 


SERVICE CHARGES 

Electricity 

Water 

Refuse removal 

Sewerage and Sanitation Charges 

Total Service Charges 


Rebates can be defined as any income that the 
subsequently been forgone by way of rebate or remission. 


Municipality is entitled 


by law to 


levy, 
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OTHER INCOME 


Commonage 
Photocopies 
Sale of land 
Rendering of Services 
Certificates 

Staff leave contribution 

Skills Education Training Authority 

Reversal of impairment 

Commissions 

Sundry income 

Total Other Income 


Sundry income represents sundry income such as building plans, sale of sundry items (wood, sand and stones) an fees for items not included under service charges 
(camping, fire brigade and impounding fees) 


EMPLOYEE RELATED COSTS 

Basic Salary 
Bonus 

Contributions for UIF, pensions and medical aids 

Travel, motor car, telephone, assistance and other allowances 

Housing Subsidy 

Overtime 

Acting Allowance 
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Standby Allowance 
Skills Development Levy 
Industrial Council 
Termination Benefits 
Other National Grants 
Staff leave contribution 


Less: Employee Costs allocated elsewhere 

Total Employee Related Costs - Restatede 2014 


KEY MANAGEMENT PERSONNEL 

There are no post-employment or termination benefits payable to them at the end of the contract period. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 

Remuneration of the Municipal Manager - JTF Leeuw (Contract started March 2013) 

Annual Remuneration 
Travel Allowance 
Backpay 

Contributions to UIF 

Total 


Remuneration of the HOD Corporate Services - CD Lentsoe (Contract started May 2012) 

Annual Remuneration 
Contributions to UIF 
Contributions to Medical Fund 
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Contributions to Pension Funds 
Telephone allowance 
Bonus 
Backpay 

Total 


Remuneration of the Chief Financial Officer - HS Oberholzer (Contract ended December 2014) 

Annual Remuneration 
Contributions to UIF 
Contributions to Medical Fund 
Telephone allowance 
Leave Pay 
Acting Allowence 

Total 


Remuneration of the Chief Financial Officer - OM Phasha (Contract started February 2015) 

Annual Remuneration 
Travel Allowance 
Contributions to UIF 
Contributions to Medical Fund 
Contributions to Pension Funds 
Telephone allowance 

Total 


Remuneration of the HOD Technical Services - ML Mokoena (Contract started June 2012) 

Annual Remuneration 
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Travel Allowance 
Contributions to UIF 
Contributions to Medical Fund 
Contributions to Pension Funds 
Telephone allowance 
Bonus 
Backpay 
Acting Allowence 

Total 


REMUNERATION OF COUNCILLORS 

Councillor: GE Manopole (Ward 3) - Started May 2011 

Councillor Salary 
Councillors' Medical contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: OM Majola (Ward 4 PR) - Started May 2011 

Councillor Salary 
Councillors' Medical contributions 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 
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Total 


Councillor: J Louw (Ward 5) - Started May 2011 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: B V Ximba (Ward 2) - Started May 2011 

Councillor Salary 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: MR Moleko (Ward 2 PR) - Started May 2011 

Councillor Salary 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: WJ Potgieter (Ward 5) - Started May 2011 
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Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: SP Mnqathula (Ward 3 PR) - Started May 2011 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: EM Hans (Ward 1) - Started May 2011 

Councillor Salary 
Councillors' Medical contributions 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: WD J ones (Ward 4) - Started March 2013 

Councillor Salary 
Councillors' Medical contributions 
Councillors' Pension contributions 
Travelling Allowance 
Cellphone Allowance 
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Total 


REMUNERATION OF COUNCILLORS (CONTINUE) 

Councillor: MK Majoro (Ward 4) - Started November 2014 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Councillor: AK Zalisa (Ward 4) - Started June 2015 

Councillor Salary 
Travelling Allowance 
Cellphone Allowance 

Total 


Ward committee salaries 

Total Councillors' Remuneration 

In-kind Benefits 

The Mayor is full-time. She is provided with an office and secretarial support at the cost of the Council. 
The Mayor has the use of a Council owned vehicle and a Driver for official duties. 
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DEBT IMPAIRMENT 


Receivables from exchange transactions - Note 16 
Receivables from non-exchange transactions - Note 17 

Total Contribution to Debt Impairment 

Less: Portion Relating to VAT - Refer to note 9.3 

Debt impairment recognised in statement of financial performance 


DEPRECIATION AND AMORTISATION 

Property Plant and Equipment 
Investment Property 
Intangible Assets 
Capitalised Restoration Costs 

Total Depreciation and Amortisation 


FINANCE CHARGES 

Actuarial Interest 
Landfill Sites 
Finance Lease 
Trade Payables 

Total Finance Charges 
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BULK PURCHASES 


Electricity 

Water 


Total Bulk Purchases 
Stock Adjustments 

Total Bulk Purchases including Stock Adjustments 


CONTRACTED SERVICES 

BCX 

Bytes documents 

Cartrack 

Legal Services 

Mokomota Consultants 

Other 

Procon 

Steiner Hygiene 
Telephone and fax 
Top Security 
Vodacom 

Municipal Systems Improvement Grant 
Finance Management Grant 
Other National Grants 

Total Contracted Services - Restatede 2014 
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OPERATING GRANT EXPENDITURE 


Operating grant expenditure per vote 

Expanded Public Works Programme 
Finance Management Grant 
Municipal Systems Improvement Grant 
Other National Grants 
Correction of Error - Note 33.04 

Total Operating grant expenditure 


GENERAL EXPENSES 

Advertising 
Affiliation fees 
Auditors Remuneration 
Bank Charges 
Chemicals 

Cleaning Materials and Consumables 

Computer Software 

Entertainment 

Fuel and oil 

Insurance 

Municipal Departmental Charges 
Other 

Postage and courier 
Printing And Stationery 
Protective Clothing 
Rebates 
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33,01 


33,02 


Special Programs 
Telephone and fax 
Traffic Fines Paid 
Training 
Travelling 
Valuation Costs 
Other National Grants 

General Expenses 


CORRECTION OF ERROR IN TERMS OF GRAP 3 


Receivables from non-exchange transactions 
Balance previously reported 

Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.02 
Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.02 


Payables from exchange transactions 
Balance previously reported 

Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.01 
Incorrectly classified in AFS 2013 - Corrected from Consumer debtors - Refer to note 33.01 
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CORRECTION OF ERROR IN TERMS OF GRAP 3 


33,03 


33,04 


33,05 


Accumulated Surplus/(Deficit) 

Balance previously reported 

Property, plant and equipment cost newly identified till 30 June 2013- Refer to note 33.05 

Property, plant and equipment accumulated impairment newly identified till 30 June 2013 - Refer to note 33.05 

Property, plant and equipment accumulated depreciation newly identified till 30 June 2013 - Refer to note 33.05 


Statement of Financial Performance 
Balance previously reported 

Transferred from Operating Grant Expenditure (Correction of Classification) - Refer to note 33.04 
Transferred to General Expenditure (Correction of Classification) - Refer to note 33.04 
Transferred to Contracted Services (Correction of Classification) - Refer to note 33.04 
Transferred from Repairs and Maintenace (Correction of Classification) - Refer to note 33.04 
Property, plant and equipment depreciation newly identified for 2013/2014 - Refer to note 33.05 

Correct spending on Intergrated National Electrification Programme (INEP) to be spending out of own sources - Refer to note 33.06 


Property, Plant and Equipment 
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33,06 


Balance previously reported 

Property, plant and equipment cost newly identified till 30 June 2013- Refer to note 33.03 

Property, plant and equipment accumulated impairment newly identified till 30 June 2013 - Refer to note 33.03 

Property, plant and equipment accumulated depreciation newly identified till 30 June 2013 - Refer to note 33.03 

Property, plant and equipment depreciation newly identified for 2013/2014 - Refer to note 33.04 


Unspent Conditional Government Grants and Receipts 
Balance previously reported 

Correct spending on Intergrated National Electrification Programme (INEP) to be spending out of own sources - Refer to note 33.04 


Total 


RECONCILIATION BETWEEN NET SURPLUS/(DEFICIT) FOR THE YEAR AND CASH GENERATED/(ABSORBED) BY OPERATIONS 


Surplus/(Deficit) for the year 

Adjustments for: 

Depreciation 

Amortisation of Intangible Assets 
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Contributed PPE 

Debt Impairment 

Contribution to staff leave 

Contribution to Annual Bonuses 

Contribution from/to employee benefits 

Actuarial Gains/Losses 

Movements in Provisions 

Movements in Capitalised Restoration Costs 

Grants Received 

Grant Expenditure 

Operating lease income accrued 

Operating Surplus/(Deficit) before changes in working capital 
Changes in working capital 

lncrease/(Decrease) in Trade and Other Payables 
lncrease/(Decrease) in Taxes 
(lncrease)/Decrease in Inventory 
(lncrease)/Decrease in Trade and other receivables 

Cash generated/(absorbed) by operations 
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CASH AND CASH EQUIVALENTS 


Cash and cash equivalents included in the cash flow statement comprise the following: 

Call Investments Deposits - Note 19 
Cash Floats - Note 19 
Bank - Note 19 

Total cash and cash equivalents 


RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 


Cash and Cash Equivalents - Note 35 


Less: 


Unspent Committed Conditional Grants - Note 8 
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Resources available for working capital requirements 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 

37,1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure: 

Opening balance 

Unauthorised expenditure current year - capital 
Unauthorised expenditure current year - operating 
Condonement supported by council 


Unauthorised expenditure awaiting authorisation 
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Incident 

Disciplinary steps/criminal proceedings 

Over expenditure on votes 

Awaiting council decision 


2015 

R 

(Actual) 

Unauthorised expenditure current vear - operatinq 


Executive & Council 
Budget & Treasury 
Corporate Services 
Planning & Development 
Community & Social Services 
Public Safety 
Sport & Recreation 
Waste Management 
Waste Water Management 
Road Transport 
Water 
Electricity 



Unauthorised expenditure current vear - capital 


Executive & Council 
Road Transport 


2015 

R 

(Actual) 

33 202 
8 566 061 
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Water 

Electricity 


8 295 730 
430 220 


17 325 213 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED (CONTINUE) 


37,2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

Fruitless and wasteful expenditure current year 
Condonement supported by council 

Fruitless and wasteful expenditure awaiting further action 


Incident 

Disciplinary steps/criminal proceedings 

Various contraventions of procurement prescripts - 2015 

Awaiting council decision 

Interest and penalties relatinq to late payment to SARS for PAYE and SITE - 2015 

Awaitinq council decision 

Various contraventions of procurement prescripts - 2014 

Awaitinq council decision 

Various contraventions of procurement prescripts - 2013 

Awaiting council decision 
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Various contraventions of procurement prescripts - 2012 


Awaiting council decision 


37,3 Irreqular expenditure 

Reconciliation of irregular expenditure: 

Opening balance 

Irregular expenditure current year 

Condonement supported by council 

Irregular expenditure awaiting further action 
Irregular expenditure awaiting condonement from National Treasury 


Incident 

Disciplinary steps/criminal proceedings 

Various contraventions of procurement prescripts - 2015 

Awaiting council decision 

Various contraventions of procurement prescripts - 2014 

Awaiting council decision 

Various contraventions of procurement prescripts - 2013 

Awaiting council decision 
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Recoverability of all irregular expenditure will be evaluated by Council in terms of section 32 of MFMA. No steps have been taken at this stage to recover any monies. 

37,4 Material Losses 

Water distribution losses 

- Kilo litres disinfected/purified/purchased 

- Kilo litres lost during distribution 

- Percentage lost during distribution 

No bulk water meters to meter output - will be installed during 2015/2016 

Electricity distribution losses 

- Units purchased (Kwh) 

- Units iost during distribution (Kwh) 

- Percentage lost during distribution 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

38,01 Contributions to orqanised local qovernment - TMFMA 125 flHbfl - SALGA CONTRIBUTIONS 

Opening balance 
Council subscriptions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 
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38,02 


Audit fees - TMFMA 125 (lHb)l 


38,03 


38,04 


Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 


VAT - rMFMA 125 (lHbfl 

VAT Receivable 


VAT is payable/receivable on the cash basis. VAT is only paid over to SARS once cash is received from debtors and only claimed from SARS once payment is made to creditors. 

PAYE, SDL and UIF - TMFMA 125 (l)(b)l 

Opening balance 

Current year payroll deductions and Council Contributions - PAYE 
Current year payroll deductions and Council Contributions - SDL 
Current year payroll deductions and Council Contributions - UIF 
Amount paid - current year 
Amount paid - previous year 

Balance unpaid (included in creditors) 
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38,05 


Pension and Medical Aid Deductions - TMFMA 125 tlHb)l 


Opening balance 

Current year payroll deductions and Council Contributions - Pension 
Current year payroll deductions and Council Contributions - Medical 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in creditors) 


Councillor's arrear consumer accounts - rMFMA 125 (lHb)l 


38,06 


The following Councillors had arrear accounts for more than 90 days as at 30 June 2015: 


Councillor: G.A. Manopole 
Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


During the year the following Councillors' had arrear accounts outstanding for more than 90 days 
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ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT (CONTINUE) 


38,07 


Councillor: G.A. Manopole 
Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


During the year the following Councillors' had arrear accounts outstanding for more than 90 days 


Councillor: L. Louw 
Councillor: E.V. Hans 
Councillor: B.V. Ximba 

Total Councillor Arrear Consumer Accounts 


Other non-compliance fMFMA 125(2f(eff 
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Money owing by the municipality was not always paid within 30 days of receiving an invoice, as required by section 65(2)(e) of the MFMA. 


38,08 


Payments were made without the approval of the accounting officer or a properly authorised official, as required by section 11(1) of the MFMA. 


Although the accounting officer has taken reasonable steps to ensure that the municipality has and maintains an effective system of expenditure control, including procedures for 
withdrawal and payment of funds as required by Section 65(2)(a) of the MFMA, there are still deficiencies. 


A credit control and debt collection policy was not fully implemented, as required by section 96(b) of the MSA. 


Section 9(b) of the MFMA requires that annually before the start of a financial year, the name of each bank where the municipality holds a bank account, and the type and number 
submitted to the relevant provincial treasury and the Auditor-General in writing. The municipality did not adhere to this section in the current year. 


The Municipality received it Audit Report in November 2014 and is in the process of compiling unauthorized, irregular or fruitless and wasteful expenditure for Council to either condone 
relevant parties can be duly informed in accordance with Section 32(4)(a) of the MFMA. 


The municipality did not update their website with all relevant documentation as required by Section 75(2) of the MFMA. 


Deviations - Section 36(2) - Supplv Chain Manaqement 
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Sole provider 
Emergency cases 
Availability 
Limited Quotations 


CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 

Already contracted for but not provided for: 

Not yet contracted for and authorised by accounting officer: 

This expenditure will be financed from: 

Government Grants 
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Less than R30,000 


33 985 
80 667 
45 666 
56 143 


216 460 


FINANCIAL RISK MANAGEMENT 


The activities of the municipality expose it to a variety of financial risks, including market risk (comprising fair value interest rate risk, cash flow interest rate risk and price risk), cred 
municipality’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the municipality's financial peri 


(a) Foreign Exchange Currency Risk 

The municipality does not engage in foreign currency transactions. 

(b) Price risk 

The municipality is not exposed to price risk. 

(c) Interest Rate Risk 

As the municipality has significant interest-bearing liabilities, the entity's income and operating cash flows are substantially dependent on changes in market interest rates. 

The municipality analyses its potential exposure to interest rate changes on a continuous basis. Different scenarios are simulated which include refinancing, renewal of c 
financing and hedging. Based on these scenarios, the entity calculates the impact that a change in interest rates will have on the surplus/deficit for the year. These scen 
liabilities which constitute the majority of interest bearing liabilities. 


The municipality did not hedge against any interest rate risks during the current year. 
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The potential impact on the entity's surplus/deficit for the year due to changes in interest rates were as follow: 


(d) 


0.5% (2011 - 0.5%) Increase in interest rates 
0.5% (2011 - 0.5%) Decrease in interest rates 

Credit Risk 

Credit risk is the risk that a counter party to a financial or non-financial asset will fail to discharge an obligation and cause the municipality to incur a financial loss. 


Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid conditional grants and subsidies. 


Receivables are disclosed net after provisions are made for impairment and bad debts. Trade debtors comprise of a large number of ratepayers, dispersed across differe 
areas. Ongoing credit evaluations are performed on the financial condition of these debtors. Credit risk pertaining to trade and other debtors is considered to be moderate i 
debtors and immaterial nature of individual balances. In the case of consumer debtors the municipality effectively has the right to terminate services to customers but in practi 
the case of debtors whose accounts become in arrears, Council endeavours to collect such accounts by "levying of penalty charges", "demand for payment", "restriction of se 
"handed over for collection", whichever procedure is applicable in terms of Council's Credit Control and Debt Collection Policy. 


All rates and services are payable within 30 days from invoice date. Refer to note 16 and 17 for all balances outstanding longer than 30 days. These balances represent a 
defaulted on their credit terms. Also refer to note 16 and 17 for balances included in receivables that were re-negotiated for the period under review. 


FINANCIAL RISK MANAGEMENT (CONTINUE) 
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Balances past due not impaired: 


Non-Exchanqe Receivables 

Rates 


2015 

% 

100 , 00 % 


Exchanqe Receivables 


Electricity 

40,62% 

Water 

14,83% 

Refuse 

1,44% 

Sewerage 

13,06% 

Housing 

0,17% 

Other 

29,88% 


100,00% 


No receivables are pledged as security for financial liabilities. 

Due to the short term nature of receivables the carrying value disclosed in note 16 and 17 of the financial statements is an approximation of its fair value. Interest on overd 
prime lending rate plus 1% where applicable. 


The provision for bad debts could be allocated between the different classes of debtors as follows: 


Non-Exchanqe Receivables 


2015 

% 
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Rates 


Exchanqe Receivables 

Electricity 

Water 

Refuse 

Sewerage 

Housing 

Other 


Bad debts written off per debtor class: 

Non-Exchanqe Receivables 

Rates 


Exchanqe Receivables 

Electricity 

Water 

Refuse 

Sewerage 

Other 
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100 , 00 % 


14 , 07 % 

22 , 91 % 

16 , 22 % 

17 , 30 % 

0 , 02 % 

29 , 48 % 


100 , 00 % 


0 , 00 % 


0 , 00 % 

0 , 00 % 

0 , 00 % 

0 , 00 % 

0 , 00 % 


0 , 00 % 


The entity only deposits cash with major banks with high quality credit standing. No cash and cash equivalents were pledged as security for financial liabilities and no restricti 
of any cash and cash equivalents for the period under review. Although the credit risk pertaining to cash and cash equivalents are considered to be low, the maximum exposur 


The banks utilised by the municipality for current and non-current investments are all listed on the JSE (First National Bank and ABSA Bank). The credit quality of these insti 
on their required SENS releases as well as other media reports. Based on all public communications, the financial sustainability is evaluated to be of high quality and the c 
institutions are considered to be low. 


FINANCIAL RISK MANAGEMENT (CONTINUE) 

The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. Amounts are receivable from national and provincial government and there at 
party default. 


Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date for impairment. 


Financial assets exposed to credit risk at year end are as follows: 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Cash and Cash Equivalents 
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(e) Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an adequate amount of committed credit facilities. Due to the dynai 
business, the treasury maintains flexibility in funding by maintaining availability under credit lines. 


The entity's risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk through an ongoing review of future commitments ar 


The table below analyses the entity's financial liabilities into relevant maturity groupings based on the remaining period at the financial year end to the contractual maturity dat 
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting is not significant. 


2015 


Less than 1 year 


Long Term liabilities - Finance Lease Liability 

Capital repayments 
Interest 

Provisions - Landfill Sites 

Capital repayments 
Interest 


346 853 
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Trade and Other Payables 

Unspent conditional government grants and receipts 


2014 

Long Term liabilities - Finance Lease Liability 

Capital repayments 
Interest 

Provisions - Landfill Sites 

Capital repayments 
Interest 

Trade and Other Payables 

Unspent conditional government grants and receipts 


FINANCIAL INSTRUMENTS 
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55 672 315 
14 134 074 


70 153 243 


Less than 1 year 


157 434 


121 401 
36 033 


36 978 706 
21 471 490 


58 607 629 


41,1 


ln accordance with GRAP 104 the financial instruments of the municipality are classified as follows: 

Financial Assets Classification 


41,2 


Receivables 

Receivables from exchange transactions 

Short-term Investment Deposits 

Call Deposits 

Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 


Financial instruments at amortised cost 


Financial instruments at amortised cost 


Financial instruments at amortised cost 
Financial instruments at amortised cost 


SUMMARY OF FINANCIAL ASSETS 

Financial instruments at amortised cost 


FINANCIAL INSTRUMENTS (CONTINUE) 

Financial Liabilitv Classification 

Long-term Liabilities 

Capitalised Lease Liability Financial instruments at amortised cost 
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Payables from exchange transactions 

Trade creditors 

Deposits 

Other 

Other Payables 

Government Subsidies and Grants 

Current Portion of Long-term Liabilities 

Capitalised Lease Liability 


Financial instruments at amortised cost 
Financial instruments at amortised cost 
Financial instruments at amortised cost 


Financial instruments at amortised cost 


Financial instruments at amortised cost 


SUMMARY OF FINANCIAL LIABILITY 

Financial instruments at amortised cost 

EVENTS AFTER THE REPORTING DATE 

The municipality has no events after reporting date during the financial year ended 2014/2015. 

IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any in-kind donations or assistance during the year under review. 

PRIVATE PUBLIC PARTNERSHIPS 

Council has not entered into any private public partnerships during the financial year. 
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CONTINGENT LIABILITY 


46,1 


Mrs Neo Ikaneng: The Municipality was sued for injury on Duty claim as a result of the Municipality owing the Compensation Commissioner. The matter is currently before the Court of L 

Skilful 1149 CC: The Municipality was sued for non-payment to the Plaintiff claiming that the defendant did not fulfil contractual obligation after the plaintiff completed the job. The matter 
of law. 

RELATED PARTIES 

Key Management and Councillors receive and pay for services on the same terms and conditions as other ratepayers / residents. 

Related Party Transactions 


Year ended 

Councillors 

ES Manopole (1006555) 
OM Majola (1009540) 
BV Ximba (1007671) 

EM Hans (1009329) 

WJ Potgieter (1000894) 
WJ Potgieter (1000899) 
MR Moleko (1006514) 

J Louw (1004957) 


Rates - Levied 1 Jul 14 - 30 Jun 15 

8 783 

360 

6 028 
2 395 


Municipal Manager and Section 57 Employees 5 553 

CD Lentsoe (1003758) 1 568 
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HS Oberholzer (1012848) 
JTF Leeuw (1015052) 
JTF Leeuw (1011663) 


3 985 


The rates, service charges and other charges are in accordance with approved tariffs that were advertised to the public. No bad debt expenses have been recognised in respect 
parties. 


RELATED PARTIES 

46.2 Related Party Loans 

Since 1 July 2004 loans to councillors and senior management employees are not permitted. Loans granted prior to this date are disclosed in note to the Annual Financial Statements 

46.3 Compensation of key management personnel 

The compensation of key management personnel is set out in note 24 to the Annual Financial Statements. 

46.4 Other related party transactions 

The following purchases were made during the year where Councillors or staff have an interest: 

None 

FINANCIAL SUSTAINABILITY 

The indicators or conditions that may, individually or collectively, cast significant doubt about the going concern assumption are as follows: 

Financial Indicators 
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The current ratio increased to 0.50:1 from 0.51:1 in the prior year. 


The municipality have budgeted for a deficit of R 7 744 692 for the 2014/2015 financial year. The municipality is also budgeting for negative cash flows during 2015/2016 and 2016/2017 
and R 26 070 229 respectively. 

The average debtors' payment days increased to 985 days from 866 days. The debtors impairment ration increased to 94% from the previous years 84%. 

Other Indicators 

Possible outflow of recources due the contingent liability disclosed in note 45 

GOING CONCERN 


The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis presumes that funds will be available to finance fu 
realisation of assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


STATUTORY RECEIVABLES 


ln accordance with the principles of GRAP 108, Statutory Receivables of the municipality are classified as follows: 

Receivables from non-exchange transactions 

Property Rates 
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Taxes 


VAT Receivable 

Total Statutory Receivables 


ROPEf 
0 JUN! 


Rec 


Infr 


TY, PLANT AND EQUIPMENT 
2015 


onciliation of Carrying Value 


Bui fings 


Lan f and Buildings 


Lan : 


structure 


Cost 

Opening 

Balance 

Additions 

Disposals 

Closing 

Balance 

Accumulated 

Impairment 

Accumulated Depreciation and Impairment 
Losses 

Opening Balance 

Depreciation 

Charge 

R 

R 

R 

R 


R 

R 


19 876 289 

- 154 147 2 232 964 350 426 



487 - 962 - 149 575 822 27 009 817 
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Ele tricity 


Ro 

Se\ 

Wa 

WIF 


Cor 


Bui tings 


Lar : 


Rec 


Leô ; 


Oth i 


ds 

■erage 

er 


munity Assets 


reational Facilities 


VeF icles 


e Assets 


r Assets 


220 

061 

730 

476 

430 

8 566 

8 295 

543 

53 

- 077 

211 

- 106 

46 

- 007 

96 

- 297 

543 

- 476 

386 

037 

798 

788 

- 

20 210 703 

57 912 809 

19 792 253 

51 660 057 

6 567 748 

15 747 607 

1 272 480 

3 421 983 



10 

205 





- 

- 387 


- 

4 787 504 

707 053 



6 

476 





- 

- 717 


- 

3 552 491 

530 055 



1 

332 





- 

- 150 


- 

4 783 

2 374 



2 

396 





" 

- 521 



1 230 229 

174 624 



565 






- 

- 607 


- 

208 126 

188 536 



565 






- 

- 607 



208 126 

188 536 


33 

12 

790 




202 


- 900 


- 

8 177 018 

1 910 893 
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Bin 

Cor 

Ele 

Em 

Em 

Fur 

Offi 

Pla 

Roc 

Se' 

Sev 

Vef 

Wa 


c 


& Containers 
puter Equipment 
i ricity 

■gency & Rescue 
■gency Equipment 
ture & Fittings 
e Equipment 
& Equipment 
ds 

rity Measures 
r er 
cle 


964 


238 


er 


689 


- 

- 522 

- 

1 066 

304 

3 

698 

- 897 


502 371 

85 693 


133 

- 391 


70 715 

5 170 


168 

- 201 


103 135 

11335 


3 

- 309 


624 

1 290 

29 

910 

- 394 


606 188 

117 504 


406 

- 676 


263 183 

70 902 


3 686 

- 636 


2 797 755 

484 621 


1 356 

- 735 


770 749 

45 588 


307 

- 389 


140 521 

30 739 


4 

- 782 


4 546 

79 


5 097 

- 577 


2 910 601 

1 056 901 

- 

15 

- 392 

- 

5 562 

766 

868 

451 991 

- 011 147 

289 

164 981 433 

30 166 725 


ROPE ?TY, PLANT AND EQUIPMENT 
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0 JUN! : 


2014 


Rec 


Lan J and Buildings 


Lar : 


Bui Jings 


Infr istructure 


Ele 


Ro 

Sev 

Wa 

WIF 


onciliation of Carrying Value 


i ricity 
ds 

■erage 

er 


Accumulated Depreciation and Impairment 


Cost 







Losses 


Opening 


Disposals/ 

Closing 




Depreciation 

Balance 

Additions 

Transfers 

Balance 



Opening Balance 

Charge 

R 

R 

R 

R 




R 

R 




19 

876 


289 




- 

- 

154 


147 


1 893 969 

338 995 




9 

290 






- 

- 

884 



- 

- 

- 




6 

093 






- 

- 

142 



- 

955 009 

471 649 




4 

492 


289 





- 

129 


147 


938 960 

-132 653 


17 796 


390 

717 






918 

- 

475 



- 

123 289 113 

26 286 710 




60 

272 






- 

- 

343 



- 

12 219 171 

3 311 714 




252 

695 






- 

- 

541 



- 

48 383 969 

9 444 197 




45 

808 






- 

- 

159 



- 

18 510 448 

1 314 366 




84 

394 






- 

- 

037 



- 

48 584 265 

3 531 763 


17 796 


33 

604 






918 

- 

106 



- 

- 

- 


- 

- 

-86 

056 


- 

-4 408 740 

8 684 670 
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711 


Coi 


Bui Jings 


Lan : 


Rec 


Lee ; 
Oth i 


i :i 


Bui 

Cor 

Fur 

Ma 

Offi 


Pla 

Roi 


munity Assets 


reational Facilities 


e Assets 
r Assets 


ngs 

puter Equipment 
ture And Office Equipment 
hinery And Equipment 
e Equipment 


& Machinery 
ter 



- 

10 205 

- 387 

- 

3 764 321 

1 023 183 



2 010 

- 477 


315 421 

67 016 



1 284 

- 939 






1 026 

- 803 


62 331 

87 561 


- 

5 883 

- 169 

- 

3 386 569 

868 606 



565 

- 607 


19 590 

188 536 

281 

12 

12 757 

- 698 

- 

6 368 207 

1 808 811 



127 

- 981 


7 317 

33 835 

281 

12 

992 

- 847 


624 546 

118 857 



592 

- 455 


391 347 

49 287 



1 525 

- 873 


731 386 

99 986 



68 

- 215 


20 626 

15 817 



2 

- 759 



1 103 


- 

520 

- 

- 

93 
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©Cq§i^@g ? 


Tra 


isport Assets 


6 323 


568 


481 


123 


3 308 580 
1 284 405 


17 809 


199 


434 122 

322 147 


289 


135 335 199 


428 739 
1 061 093 

29 646 234 


MAGARENG LOCAL MUNICIPALITY 
SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2015 


EXTERNAL LOANS 

Rate 

Loan 

Number 

Redeemable 

Balance at 
30 JUNE 
2014 

Correction 

of Error 

Balance at 
30 JUNE 
2014 
Restated 

Received 

during 

the 

period 

Redeemed 

written off 
during the 
period 

Balance at 
30 JUNE 
2015 

LEASE LIABILITY 

Mayor Vehicle 

Total Lease Liabilities 

TOTAL EXTERNAL 

9,26% 

Merc 

Benz 

3 Years 

445 

365 

- 

445 

365 

- 

121 

401 

323 

964 

445 

365 


445 

365 


121 

401 

323 

964 







445 


445 


121 

323 
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LOANS 


365 


365 

- 

401 

964 






MAGARENG LOCAL MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2015 

MUNICIPAL VOTES CLASSIFICATION 


2014 

Actual 

Income 

R 

2014 

Actual 

Expenditure 

R 

2014 

Surplus/ 

(Deficit) 

R 


2015 

Actual 

Income 

R 

2015 

Actual 

Expenditure 

R 

2015 

Surplus/ 

(Deficit) 

R 


(1 545 

(1 545 



(1 636 

(1 636 

- 

876) 

876) 

Admin & Legal 

- 

898) 

898) 

37 


37 


43 


43 

618 

(400) 

218 

Cemetery 

105 

- 

105 

29 

(2 376 

(2 346 


1 

(2 362 

(2 361 

128 

019) 

891) 

Corporate Administration 

806 

925) 

119) 

32 469 

(39 451 

(6 982 


40 366 

(40 065 

301 

335 

978) 

643) 

Council & Executive Admin 

997 

459) 

538 

16 046 

(15 565 

480 


16 935 

(24 177 

(7 242 

668 

739) 

929 

Electricity 

152 

736) 

584) 

9 212 

(11 640 

(2 428 


7 864 

(16 113 

(8 248 

487 

507) 

020) 

Finance 

760 

106) 

346) 

114 

(996 

(882 



(1 029 

(1 029 

315 

424) 

109) 

Human Resources 

- 

625) 

625) 




Integrated Delvelopment 


(179 

(179 

- 

(210) 

(210) 

Plan 

- 

099) 

099) 






(147 

(147 

- 

(173) 

(173) 

Land Use 

- 

096) 

096) 

746 

(917 

(170 

Library 


(1 177 

(1 176 
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890 

369) 

479) 


213 

158) 

945) 


(514 

(514 

Local Economic 


(417 

(417 

- 

583) 

583) 

Development 

- 

084) 

084) 

35 

(1 451 

(1 415 

Office of the Municipal 

26 

(1 332 

(1 306 

874 

721) 

847) 

Manager 

017 

964) 

947) 

23 

(698 

(674 


27 

(800 

(772 

867 

426) 

559) 

Parks & Recreation 

698 

50ffl 

809) 


GENERAL FINANCE STATISTIC CLASSIFICATIONS 
SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2015 
GENERAL FINANCE STATISTIC CLASSIFICATIONS 


2014 

Actual 

Income 

R 

2014 

Actual 

Expenditure 

R 

2014 

Surplus/ 

(Deficit) 

R 


2015 

Actuai 

Income 

R 

2015 

Actual 

Expenditure 

R 

2015 

Surpius/ 

(Deficit) 

R 

32 505 

(40 903 

(8 398 


40 393 

(41 398 

(1 005 

209 

699) 

490) 

Executive & Council 

014 

423) 

409) 

9 212 

(11 640 

(2 428 


7 864 

(16 113 

(8 248 

487 

507) 

020) 

Budget & Treasury 

760 

106) 

346) 

143 

(4 918 

(4 774 


1 

(5 029 

(5 027 

443 

319) 

876) 

Corporate Services 

806 

448) 

642) 


(893 

(893 



(979 

(979 

- 

061) 

061) 

Planning & Development 

- 

511) 

511) 

784 

(917 

(133 

Community & Social 

43 

(1 177 

(1 133 

508 

769) 

261) 

Services 

318 

158) 

840) 

599 

(3 602 

(3 002 


410 

(2 390 

(1 979 

620 

003) 

383) 

Public Safety 

763 

458) 

695) 

23 

(698 

(674 


27 

(800 

(772 

867 

426) 

559) 

Sport & Recreation 

698 

507) 

809) 
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4 

544 


(3 

299 


1 245 



4 

794 


(7 

589 


(2 

794 

348 

6 

018 

175) 

(4 

147 

173 

1 871 

Waste Management 

Waste Water 

529 

5 

094 

319) 

(7 

518 

790) 

(2 

423 

635 

8 

193 

597) 

(7 

258 

038 

934 

Management 

966 

9 

204 

333) 

(2 

823 

367) 

6 

381 

092 

10 

795 

835) 

(11 

609 

257 

(813 

Road Transport 

957 

15 

415 

175) 

(17 

872 

782 

(2 

456 

995 

16 

046 

054) 

(15 

565 

059) 

480 

Water 

693 

16 

935 

502) 

(24 

177 

809) 

(7 

242 

668 



739) 



929 


Electricity 

152 



736) 



584) 




88 

867 


(105 

454 


(16 586 



100 

186 


(127 

869 


(27 

683 

872 



184) 



312) 


Sub Total 

656 



676) 



020) 




88 

867 


(105 

454 


(16 586 



100 

186 


(127 

869 


(27 

683 

872 



184) 



312) 


Total 

656 



676) 



020) 











2014 

Actual 

Income 

R 

2014 

Actual 

Expenditure 

R 

2014 

Surplus/ 

(Deficit) 

R 


2015 

Actual 

Income 

R 

2015 

Actual 

Expenditure 

R 

2015 

Surplus/ 

(Deficit) 

R 

32 505 

(40 

903 

(8 398 


40 393 

(41 

398 

(1 005 

209 

699) 


490) 

Executive & Council 

014 

423) 


409) 

9 212 

(11 

640 

(2 428 

Budget & Treasury 

7 864 

(16 

113 

(8 248 
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487 


143 

507) 

(4 

918 

020) 

(4 774 


760 


1 

106) 

(5 

029 

346) 

(5 

027 

443 



319) 



876) 


Corporate Services 

806 



448) 



642) 







(893 


(893 






(979 


(979 

- 



061) 



061) 


Planning & Development 

- 



511) 



511) 





784 


(917 


(133 

Community & Social 



43 


(1 

177 


(1 

133 

508 



769) 



261) 


Services 

318 



158) 



840) 





599 


(3 

602 


(3 002 



410 


(2 

390 


(1 

979 

620 



003) 



383) 


Public Safety 

763 



458) 



695) 





23 


(698 


(674 




27 


(800 


(772 

867 

4 

544 

426) 

(3 

299 

559) 

1 245 

Sport & Recreation 

698 

4 

794 

507) 

(7 

589 

809) 

(2 

794 

348 

6 

018 

175) 

(4 

147 

173 

1 871 

Waste Management 

529 

5 

094 

319) 

(7 

518 

790) 

(2 

423 

635 

8 

193 

597) 

(7 

258 

038 

934 

Waste Water Management 

966 

9 

204 

333) 

(2 

823 

367) 

6 

381 

092 

10 

795 

835) 

(11 

609 

257 

(813 

Road Transport 

957 

15 

415 

175) 

(17 

872 

782 

(2 

456 

995 

16 

046 

054) 

(15 

565 

059) 

480 

Water 

693 

16 

935 

502) 

(24 

177 

809) 

(7 

242 

668 



739) 



929 


Electricity 

152 



736) 



584) 




88 

867 


(105 

454 


(16 586 



100 

186 


(127 

869 


(27 

683 

872 



184) 



312) 


Sub Total 

656 



676) 



020) 




88 

867 


(105 

454 


(16 586 



100 

186 


(127 

869 


(27 

683 

872 



184) 



312) 


Total 

656 



676) 



020) 
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MAGARENG LOCAL MUNICIPALITY 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 


Grant Description 

Balance 

1 JULY 
2014 

Correction 

of error 

Note 

Balance 

1 JULY 
2014 

Grants 

Received 

Forfeited to 

National 

Revenue 

Fund 

Operating 

Expenditure 
during the 
year 

Transferred 
to Revenue 

Capital 

Expenditure 
during the 
year 

Transferred 
to Revenue 

Balance 

30 JUNE 
2015 

UNSPENT AND UNPAID GOVERNMENT GRANTS AND RECEIPTS 









R 

R 

R 

R 

R 

R 

R 

R 

National Government Grants 













38 169 


38 169 



Equitable Share 

- 

- 

- 

000 

- 

000 

- 

- 


7 890 


7 890 

15 787 

8 531 


9 109 

6 037 

Municipal Infrastructure Grant (MIG) 

655 

- 

655 

000 

000 

- 

537 

118 





934 


934 



Municipal Systems Improvement Grant (MSIG) 

- 

- 

- 

000 

- 

000 

- 

- 





1 800 


1 800 



Finance Management Grant (FMG) 

- 

- 

- 

000 

- 

000 

- 

- 


354 


354 

8 870 



8 295 

928 

Water Grant (DWAF) 

048 

- 

048 

233 

- 

- 

730 

550 


4 223 

1 639 

5 863 


5 863 




Intergrated National Electrification Programme (INEP) 

076 

924 

000 

- 

000 

- 

- 

- 










Total National Government Grants 

12 467 

1 639 

14 107 

65 560 

14 394 

40 903 

17 405 

6 965 
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778 

924 

702 

233 

000 

000 

267 

668 

Provincial Government Grants 










175 


175 

679 




854 

Library Development Fund 

239 

- 

239 

000 

- 

- 

- 

239 


2 200 


2 200 





2 200 

Agricultured Grant 

000 

- 

000 

- 

- 

- 

- 

000 

Expanded Public Works Programme (EPWP) - Paving 

812 


812 





812 

Warrenvale 

886 

- 

886 

- 

- 

- 

- 

886 

Expanded Public Works Programme (EPWP) - Paving 

1 169 


1 169 

1 348 

1 000 

1 222 


295 

Ikhutseng 

939 

- 

939 

000 

000 

381 

- 

559 


3 005 


3 005 





3 005 

Provincial Infrastructure Grant 

723 

- 

723 

" 

- 


- 

723 


7 363 


7 363 

2 027 

1 000 

1 222 


7 168 

Total Provincial Government Grants 

787 

- 

787 

000 

000 

381 

- 

407 

District Municinalitv Grants 













338 


338 



Frances Baard 


- 

" 

926 

- 

926 

- 

- 





338 


338 



Total District Municipality Grants 

“ 



926 

" 

926 













19 831 

1 639 

21 471 

67 926 

15 394 

42 464 

17 405 

14 134 

Total 

566 

924 

490 

159 

000 

307 

267 

074 
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29 757 15 394 4 295 17 405 

159 000 307 267 


Journals 2014 





No. Descriotion 

Vote 

dt/fktt 



1 Interest 

1010/10/1/50/3470 


151,00 

106 

Current Service Cost 

1010/10/1/03/0260 


143,00 

156 

LEAVE BENEFIT 

2000/10/1/01/0120 


662,28 

-21 

LEAVE BENEFIT 

3500/10/1/01/0120 


502,96 

-14 

LEAVE BENEFIT 

3500/20/1/01/0120 


840,00 

-6 

LEAVE BENEFIT 

4020/10/1/01/0120 


705,92 

-4 

DRAFT 2 

CHAPTER 5 

458 





LEAVE BENEFIT 


-15 


LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

LEAVE BENEFIT 

Long Service Awards Provision 

Loss 


4020/15/1/01/0120 

4020/20/1/01/0120 

4020/25/1/01/0120 

4040/15/1/01/0120 

4040/30/1/01/0120 

9000/00/4/12/0202 

1010/10/1/50/3450 


Interest 


Current Service Cost 


Actual Benefits Paid 


1010/10/1/50/3470 

1010/10/1/03/0250 

1010/10/1/03/0250 


143.64 

-2 

649,24 

-14 

590,20 

-8 

891.64 

-6 

219,48 

-252 

228,00 

85 

139,36 


698 

884.00 

535 

390.00 

-184 

938,79 
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-1 463 


Post Retirement Benefits Provision 

Loss 

Short term portion of LSA 
Long Service Awards Provision 
Long Service Awards Provision 
Short term portion of LSA 

Short term portion of PEHCL 

Post Retirement Benefits Provision 

Post Retirement Benefits Provision 
Short term portion of PEHCL 


9000/00/4/11/0102 

1010/10/1/50/3450 

9000/00/4/23/0105 

9000/00/4/12/0203 

9000/00/4/12/0203 

9000/00/4/20/0055 

9000/00/4/20/0055 

9000/00/4/11/0103 

9000/00/4/11/0103 

9000/00/4/20/0055 


362,00 

414 

026,79 


197 

624,00 

-197 

624.00 

203 

515.00 

-203 

515,00 


111 

552,00 

-111 

552.00 

152 

100.00 


-152 
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Yearend journal entries for PEHCL & LSA 
2015 


2 SURPLUS/(DEFICIT) FOR THE YEAR 

SUNDRY REVENUE - OTHER 


9000/00/4/08/0102 500,00 

1010/10/2/60/6750 500,00 


Correction of incorrect ailocation of receipt against Accumiated Surpius 


Current Service Cost 

MEDICAL AID FUND 

MEDICAL AID FUND 

SUNDRY REVENUE - OTHER 


1010/10/1/03/0250 

2500/25/1/03/0230 

3500/20/1/03/0230 

1010/10/2/60/6750 


19 

875.25 

-8 

839.25 

-11 

036,00 


1 
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MAYORAL VEHICLE 


1010/10/1/35/1536 


736,93 


Correction of incorrect allocation of June Post Retirement Medical to Medical Aid 


Dt Finance charges 

4020/15/1/25/1270 

414,63 

Kt Provision 

Interest on Provision for 2014/2015 

9000/00/4/22/6022 

414,63 

Dt Accumulated Impairment 

9000/00/5/50/5402 

101,35 

Dt Depreciation 

4020/15/1/15/0640 

891,49 

Kt Reversal of impairment Revenue 

Kt Accumulated Depreciation 

4020/15/2/60/6750 

9000/00/5/50/5452 

101,35 
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Depreciation and reversal of impairment 2015 


5 039 

Dt Asset 9000/00/5/50/0552 164,54 

-5 039 

Kt Provision 9000/00/4/22/6022 164,54 

Addition 2015 


Yearend journal entries for Landfill Site Provision and Capialised Restoration Cost 
2015 


1 

4 Operating lease asset 9000/00/5/65/0108 806,10 

Rental income received for the year ended 30 -1 

June 2015 3500/15/2/30/5870 806,10 


Yearend journal entries for Operating Lease Asset 2015 
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Finance lease libility 


9000/00/4/20/0051 


401,20 


Mayoral Vehicle 


1010/10/1/35/1536 


-121 

401,20 


Capital payments made reallocated to GL vote from l&E vote - Finance Leases 


Interest paid finance leases 


1010/10/1/25/1280 


36 

032,68 


Mayoral Vehicle 


1010/10/1/35/1536 


-36 

032,68 


Interest charges to correct vote - Finance Leases 
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Bank Charges 

1010/10/1/50/2460 

673,48 

2 


Mayoral Vehicle 

1010/10/1/35/1536 

673,48 

-2 


Bank charges to correct vote - Finance 
Leases 





CAPITALIZED LEASE LIABILITY 

9000/00/4/20/0053 

964,07 

323 


SHORT TERM PORTION OF LT LIABILITIES 

9000/00/4/20/0051 

964,07 

-323 


Allocate short term Long Term Liability - Finance Leases 




GR - OTHER 

1010/10/2/50/6210 

000,00 

1 348 

Expanded Public Works Programme (EPWP) - Paving Ikhutseng 

NAT GR - MUN SYSTEMS IMP GRANT (MSIG) 

1010/10/2/50/6260 

000,00 

934 

Municipal Systems Improvement Grant 
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NAT GR - FINANCE MANAGEMENT GRANT 
(FMG) 

2000/10/2/50/6240 

000,00 

1 

800 

Finance Management Grant 

GRANT FRANCES BAARD 

2000/10/2/50/6261 

926,00 

338 

Frances Baard 

MIG PROJECT 

4020/10/2/55/6400 

000,00 

15 

787 

Municipal Infrastructure Grant 

NAT GR - OTHER 

4020/25/2/55/6450 

666,04 

5 

916 

DWAF 

CURRENT YEAR RECEIPTS 

9000/00/4/22/2022 

000,00 

15 

787 

Municipal Infrastructure Grant (MIG) 

CURRENT YEAR RECEIPTS 

9000/00/4/22/2522 

000,00 

-934 

Municipal Systems Improvement Grant (MSIG) 

CURRENT YEAR RECEIPTS 

9000/00/4/22/2822 

000,00 

-1 

800 

Finance Management Grant (FMG) 

CURRENT YEAR RECEIPTS 

9000/00/4/22/3142 

666,04 

-5 

916 

Water Grant (DWAF) 

CURRENT YEAR RECEIPTS 

9000/00/4/22/3042 

000,00 

-1 

348 

Expanded Public Works Programme (EPWP) - Paving Ikhutseng 

CURRENT YEAR RECEIPTS 

9000/00/4/22/5102 

926,00 

-338 

Frances Baard 
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1 

000 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3042 

000,00 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 




5 

863 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3122 

000,00 



Water Grant (DWAF) 




8 

531 


CURRENT YEAR RECEIPTS 

9000/00/4/22/2022 

000,00 



Municipal Infrastructure Grant (MIG) 




15 

394 


NAT GR - EQUITABLE SHARE 

1010/10/2/50/6230 

000,00 



Equitable Share 





934 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2523 

000,00 



Municipal Systems Improvement Grant (MSIG) 




1 

800 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2823 

000,00 



Finance Management Grant (FMG) 





934 


NAT GR - MUN SYSTEMS IMP GRANT (MSIG) 

1010/10/2/50/6260 

000,00 



Municipal Systems Improvement Grant (MSIG) 

NAT GR - FINANCE MANAGEMENT GRANT 



-1 

800 


(FMG) 

2000/10/2/50/6240 

000,00 



Finance Management Grant (FMG) 




1 

222 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3043 

380,68 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 
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338 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/5103 

926,00 



Frances Baard 




8 

566 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2023 

061,44 



Municipal Infrastructure Grant 




5 

822 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3143 

719,89 



DWAF 





430 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3123 

220,07 



Intergrated National Electrification Programme (INEP) 





543 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/2023 

475,61 



Municipal Infrastructure Grant 




2 

473 


CONDITIONS MET - TRF TO REVENUE 

9000/00/4/22/3143 

010,00 



DWAF 




-1 

222 


GR - OTHER 

1010/10/2/50/6210 

380,68 



Expanded Public Works Programme (EPWP) - Paving Ikhutseng 





338 


GRANT FRANCES BAARD 

2000/10/2/50/6261 

926,00 



Frances Baard 




-8 

566 


MIG PROJECT 

4020/10/2/55/6400 

061,44 



Municipal Infrastructure Grant 




-5 

822 


NAT GR - OTHER 

4020/25/2/55/6450 

719,89 



DWAF 
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-430 


NATGR- INEPGRANT 

4030/10/2/55/6440 

220,07 


Intergrated National Electrification Programme (INEP) 

MIG PROJECT 

4020/10/2/55/6400 

475,61 

-543 

Municipal Infrastructure Grant 

NAT GR - OTHER 

4020/25/2/55/6450 

010,00 

-2 473 

DWAF 

EPWP PAVING 

4020/10/2/55/6410 

080,00 

27 


WATER - SALES RESIDENTIAL 

4020/25/2/15/5400 

080,00 

-27 


PROV GR - DWAF 

4020/25/2/50/6290 

566,53 

2 953 


PROVGR-OTHER 

4040/15/2/50/6340 

000,00 

679 


CURRENT YEAR RECEIPTS 

9000/00/4/22/3142 

566,53 

-2 953 


CURRENT YEAR RECEIPTS 

9000/00/4/22/2082 

000,00 

-679 
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Correcting all Grant enteries for 2015 


ADDITIONS 

ROADS WARRENVALE 

LUBBE STREET 

ADDITIONAL 

DWA ACIP GRANT 

INEP 1 

PRINTING & STATIONERY 

SUNDRY EXPENSES 
PRINTING & STATIONERY 


9000/00/5/50/0152 

4020/10/4/20/2005 

4020/10/4/20/2015 

4020/25/4/20/2080 

4020/25/4/20/2090 

4030/10/4/20/2010 

2000/10/1/50/2960 

2000/10/1/50/3290 

2000/10/1/50/2960 


17 868 

689,05 

-8 566 

061,44 

-543 

475,61 

-2 473 

010,00 

-5 822 

719,89 

-430 

220,07 

-14 

619,00 

-14 

619,00 


-3 
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PPE additions for the year 2015 


79 


Depreciation 

1010/10/1/15/0640 

147,21 


Intangible Assets 




-79 


ADDITIONS 

9000/00/5/50/5102 

147,21 


Accumulated Amortisation 




41 


Depreciation 

1010/10/1/15/0640 

729,94 


Investment Property 




-41 


ADDITIONS 

9000/00/5/50/5252 

729,94 


Accumulated Depreciation 


Amortisation and Depreciation for 2015 on Intangible Assets and Investment Properties 


BAD DEBTS 


2000/10/1/10/0600 


2 616 

985,20 


BAD DEBTS 


4020/15/1/10/0600 


4 090 
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620,93 

BAD DEBTS 

4020/20/1/10/0600 


494,53 

BAD DEBTS 

4020/25/1/10/0600 


348,97 

BAD DEBTS 

4030/10/1/10/0600 


881,83 

CONTRIBUTIONS RECEIVED 

9000/00/4/15/0202 


578,75 

AVAILABLE 

9000/00/5/65/0105 


089,64 

CONTRIBUTIONS RECEIVED 

9000/00/5/70/3102 


995,11 

CONTRIBUTIONS RECEIVED 

9000/00/5/70/3202 


698,69 

CONTRIBUTIONS RECEIVED 

9000/00/5/70/3402 


362,89 

CONTRIBUTIONS RECEIVED 

CONTRIBUTIONS RECEIVED 

9000/00/5/70/3502 

9000/00/5/70/3602 


686,02 

' 2 
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4 277 


6 510 


5 539 


-5 822 


1 432 


-724 


-6 974 


-4 628 


-4 419 


-1 897 
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BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

BAD DEBTS 

CONTRIBUTIONS RECEIVED 

Provision for Debt Impairment 2015 


2000/10/1/10/0600 

4020/15/1/10/0600 

4020/20/1/10/0600 

4020/25/1/10/0600 

4030/10/1/10/0600 

9000/00/4/15/0202 


-9 691 

128,00 

-1 875 

620,00 

-1 029 

888,00 

-3 146 

032.00 

-3 110 

292.00 

18 852 

960.00 


AVAILABLE 


9000/00/5/63/1005 


17 

050,37 
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SUNDRY REVENUE - OTHER 

SUNDRY EXPENSES 

SUNDRY EXPENSES 

TECHNICAL SERVICE STORE 

AVAILABLE 

Inventory 2015 


INVEST DURING THE YEAR 

BANK CHARGES 

INTEREST ON INVESTMENT - 


4020/25/2/60/6750 

4020/25/1/50/3290 

4030/10/1/50/3290 

9000/00/5/63/1015 

9000/00/5/63/1020 


-17 

050,37 


36 

546,65 

324 

961,43 

-324 

961,43 

-36 

546,65 


76 

9000/00/5/52/0242 375,27 


2000/10/1/50/2460 142,73 

-76 

FNB 2000/10/2/20/5620 518,00 
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Investment Interest and Bank Charges 2015 


ADDITIONS 

DEPRECIATION 

DEPRECIATION 


9000/00/5/50/5052 

1010/10/1/15/0640 

4020/10/1/15/0640 


11 186 

316,00 

-10302905,15 

-883410,85 


Reversed budgeted depreciation for 2015 


33 

ADDITIONS 9000/00/5/50/0252 202,04 

-33 

ADDITIONS 9000/00/5/50/0152 202,04 


Allocate additions 2015 


72 557 

CORRECTION OF ERROR (NOTE 32) 9000/00/4/08/0004 933,56 
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ADDITIONS 

9000/00/5/50/0152 

-86056710,97 

Infra 

ADDITIONS 

9000/00/5/50/0252 

3123480,212 

Other 

ADDITIONS 

9000/00/5/50/0352 

4492128,507 

Buildings 

ADDITIONS 

9000/00/5/50/0452 

5883168,698 

Comm 

Correction of Error on cost before 2013 




CORRECTION OF ERROR (NOTE 32) 

9000/00/4/08/0004 

1 201 

194,60 


ADDITIONS 

9000/00/5/50/5052 

-1 201 

194,60 


CORRECTION OF ERROR (NOTE 32) 

9000/00/4/08/0004 

289 

146,81 


ADDITIONS 

9000/00/5/50/5052 

-289 

146,81 


CORRECTION OF ERROR (NOTE 32) 

9000/00/4/08/0004 

10 481 

715,87 


ADDITIONS 

9000/00/5/50/5052 

-10 481 
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Correction of Error on accumulated depreciation 


30 166 

DEPRECIATION 1010/10/1/15/0640 725,31 

-30 166 

ADDITIONS 9000/00/5/50/5052 725,31 


Depreciation on PPE for 2015 


10 853 


ADDITIONS 

9000/00/5/50/5052 

034,94 


infra 




-4 256 


ADDITIONS 

9000/00/5/50/5152 

391,67 


Other 




-6 408 


ADDITIONS 

9000/00/5/50/5202 

107,91 


Buidlings & Community & Impairment 




-188 


ADDITIONS 

9000/00/5/50/5352 

535,37 


Lease 


Accumulated Depreciation Relocation 
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NATGR- INEPGRANT 


4030/10/2/55/6440 


220,07 


430 


Intergrated National Electrification Programme (INEP) 


CONDITIONS MET - TRF TO REVENUE 

CORRECTION OF ERROR (NOTE 32) 

CONDITIONS MET - TRF TO REVENUE 

EX.46 

BULK PURCHASES - WATER 

BULK PURCHASES - ELECTRICITY 

YEAR END SUNDRY CREDITORS 
EX.54 



-430 




9000/00/4/22/3123 

220,07 

Intergrated National Electrification Programme (INEP) 



1 639 

Intergrated National Electrification Programme 



9000/00/4/08/0004 

923,77 

(INEP) 




-1 639 

Intergrated National Electrification Programme 



9000/00/4/22/3123 

923,77 

(INEP) 





Was 

Should be 


-4 405 


6 

398 

4020/25/1/30/1360 

947,68 

10 804 345,97 

398,29 



913 


16 

184 

4030/10/1/30/1350 

188,98 

15 271 544,99 

733,97 



3 492 

9000/00/4/20/0403 758,70 


13 109 
960,26 
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Notes to the financial statements for the year ended 30 June 2015 

2. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 

1.1. BASIS OF PREPARATION 

The financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost convention unless 
specified otherwise. 

The financial statements have been prepared in accordance with the Municipal Finance Management Act (MFMA) and effective standards of 
Generally Recognised Accounting Practices (GRAP), including any interpretations and directives issued by the Accounting Standards Board 
(ASB) in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP reporting framework , have been developed in 
accordance with paragraphs 8, 10 and 11 of GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 

A summary of the significant accounting policies, which have been consistently applied except where an exemption has been granted, are 
disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year’s financial statements, unless explicitly stated 
otherwise. The details of any changes in accounting policies are explained in the relevant notes to the financial statements. 

In terms of Directive 7: “The Application of Deemed Cost on the Adoption of Standards of GRAP” issued by the Accounting Standards Board, 
the Municipality applied deemed cost to Investment Property, Property, Plant and Equipment and Intangible where the acquisition cost of an 
asset could not be determined. 
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1.2. PRESENTATION CURRENCY 


Amounts reflected in the financial statements are in South African Rand and at actual values. Financial values are rounded to the nearest one 
Rand. 

1.3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.4. COMPARATIVE INFORMATION 

When the presentation or classification of items in the financial statements is amended, prior period comparative amounts are restated, unless 
a standard of GRAP does not require the restatements of comparative information. The nature and reason for the reclassification is disclosed. 
Where material accounting errors have been identified in the current year, the correction is made retrospectively as far as is practicable, and 
the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the adjustment 
is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. 

1.5 AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on the relevance of any such amendment to the 
format and presentation of the financial statements. The principal amendments to matters disclosed in the current financial statements include 
errors. 

1.6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or collectively, influence the decision or assessments of 
users made on the basis of the financial statements. Materiality depends on the nature or size of the omission or misstatements judged in the 
surrounding circumstances. The nature or size of the information item, or a combination of both, could be the determining factor. Materiality is 
determined as 1% of total expenditure. This materiality is from management’s perspective and does not correlate with the auditor’s materiality. 

1.7. PRESENTATION OF BUDGET INFORMATION 
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The presentation of budget information is prepared in accordance with GRAP 24 and guidelines issued by National Treasury. The comparison 
of budget and actual amounts are disclosed as a separate additional financial statement, namely Statement of comparison of budget and actual 
amounts. 

Budget information is presented on the accrual basis and is based on the same period as the actual amounts, i.e. 1 July 2014 to 30 June 2015. 
The budget information is therefore on a comparable basis to the actual amounts. 

The comparable information includes the following: 

the approved and final budget amounts; 

actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included in the Statement of Comparison of Budget and Actual 
Amounts. 

Explanations for material differences between the final budget amounts and actual amounts are included the Statement of Comparison of 
Budget and Actual Amounts. 

The disclosure of comparative information in respect of the previous period is not required in terms of GRAP 24. 

1.8. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the Municipality: 


Standard 

Description 

Effective 



Date 
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Directive 11 


Changes in Measurement Bases following 
Initial Adoption of Standards of GRAP 

This Directive can be applied when a 
Municipality elects to change the measurement 
bases selected for certain assets on the initial 
adoption of Standards of GRAP. 

1 April 2015 



No significant impact is expected as the 
Municipality has no intention of changing it’s 
measurement bases. 


GRAP 18 

(Original 

2011) 

Feb 

Segment Reporting 

The objective of this Standard is to establish 
principles for reporting financial information by 
segments. 

1 April 2015 



No significant impact is expected as information 
to a large extent is already included in the 
appendices to the financial statements which do 
not form part of the audited financial statements. 


GRAP 20 

(Original 

2011) 

June 

Related Party Disclosure 

The objective of this Standard is to ensure that a 
Municipality’s financial statements contains the 
disclosures necessary to draw attention to the 
possibility that its financial position and surplus 
or deficit may have been affected by the 

Unknown 
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existence of related parties and by transactions 
and outstanding balances with such parties. 

The Municipality resolved to adopt the 
disclosure requirements as per GRAP 20. The 
information is therefore included in the financial 

statements. 


GRAP 32 

Service Concession Arrangements: Grantor 

Unknown 

(Original - Aug 
2013) 

The objective of this Standard is to prescribe the 
accounting for service concession arrangements 
by the grantor and a public sector entity. 

No significant impact is expected as the 
Municipality’s current treatment is already in line 
with the Standards treatment. 


GRAP 105 

Transfer of Functions Between Entities 

1 April 2015 

(Original - Nov 
2010) 

Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer and 
transferor in a transfer of functions between 

entities under common control. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 
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GRAP 106 

(Original 

2010) 

Nov 

Transfer of Functions Between Entities Not 

Under Common Control 

The objective of this Standard is to establish 
accounting principles for the acquirer in a 
transfer of functions between entities not under 

common control. 

1 April 2015 



No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 107 

(Original 

2010) 

Nov 

Mergers 

The objective of this Standard is to establish 
accounting principles for the combined entity 
and combining entities in a merger. 

1 April 2015 



No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP 108 

(Original 

2013) 

Sept 

Statutory Receivables 

The objective of this Standard is to prescribe 
accounting requirements for the recognition, 
measurement, presentation and disclosure of 
statutory receivables. 

Unknown 



The Municipality has revolved to adopt the 
principles as set out in GRAP 108 to formulate 
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its own accounting policy. 


GRAP 109 

Accounting by Principles and Agents 

The objective of this Standard is to outline 
principles to be used by an entity to assess 
whether it is party to a principal-agent 
arrangement, and whether it is a principal or an 
agent in undertaking transactions in terms of 
such an arrangement. 

Unknown 


No significant impact is expected as the 
Municipality’s current treatment is already in line 
with the Standards treatment. 


IGRAP 11 

Consolidation - Special Purpose Entities 
(SPE) 

The objective of this Interpretation of the 
Standard is to prescribe under what 
circumstances an entity should consolidate a 
SPE. 

1 April 2015 


No significant impact is expected as the 
Municipality does not have any SPE’s at this 
stage. 


IGRAP 12 

Jointly Controlled Entities non-monetary 
contributions 

The objective of this Interpretation of the 
Standard is to prescribe the treatment of 

1 April 2015 
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profit/loss when an asset is sold or contributed 
by the venture to a Jointly Controlled Entity 
(JCE). 



No significant impact is expected as the 
Municipality does not have any JCE’s at this 
stage. 


IGRAP17 

Service Concession Arrangements Where a 
Grantor Controls a Significant Residual 
Interest in an Asset 

This Interpretation of the Standards provides 
guidance to the grantor where it has entered 
into a service concession arrangement, but only 
controls a significant residual interest in a 
service concession asset at the end of the 
arrangement, where the arrangement does not 
constitute a lease. 

Unknown 


No such transactions or events are expected in 
the foreseeable future. 



These standards, amendments and interpretations will not have a significant impact on the Municipality once implemented. 

1.9. LEASES 

1.9.1 Municipality as Lessee 
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Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are transferred to 
the Municipality. Property, plant and equipment or intangible assets (excluding licensing agreements for such items as motion picture films, 
video recordings, plays, manuscripts, patents and copyrights) subject to finance lease agreements are initially recognised at the lower of the 
asset’s fair value and the present value of the minimum lease payments. The corresponding liabilities are initially recognised at the inception of 
the lease and are measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted for the effect of 
interest. In discounting the lease payments, the Municipality uses the interest rate that exactly discounts the lease payments and 
unguaranteed residual value to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to property, 
plant and equipment, investment property or intangibles assets. The lease liability is reduced by the lease payments, which are allocated 
between the lease finance cost and the capital repayment using the effective interest rate method. Lease finance costs are expensed when 
incurred. The accounting policies relating to de-recognition of financial instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease rentals are recognised on a straight- 
line basis over the term of the relevant lease. The difference between the straight-lined expenses and actual payments made will give rise to a 
liability. The Municipality shall recognise the aggregate benefit of incentives as a reduction of rental expense over the lease term, on a straight- 
line basis unless another systematic basis is representative of the time pattern of the lessee's benefit from the use of the leased asset. 

1.9.2 Municipality as Lessor 

Under a finance lease, the Municipality recognises the lease payments to be received in terms of a lease agreement as an asset (receivable). 
The receivable is calculated as the sum of all the minimum lease payments to be received, plus any unguaranteed residual accruing to the 
Municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by the capital portion of the lease instalments 
received, with the interest portion being recognised as interest revenue on a time proportionate basis. The accounting policies relating to de- 
recognition and impairment of financial instruments are applied to lease receivables. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease revenue is recognised on a straight- 
line basis over the term of the relevant lease. The difference between the straight-lined revenue and actual payments received will give rise to 
an asset. The Municipality shall recognise the aggregate cost of incentives as a reduction of rental revenue over the lease term, on a straight- 
line basis unless another systematic basis is representative of the time pattern over which the benefit of the leased asset is diminished. 


DRAFT 2 


CHAPTER 5 


487 


1.10. UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 


Conditional government grants are subject to specific conditions. If these specific conditions are not met, the monies received are repayable. 

Unspent conditional grants are financial liabilities that are separately reflected on the Statement of Financial Position. They represent unspent 
government grants, subsidies and contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the creation and utilisation of this creditor: 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred to revenue in the Statement of Financial 
Performance. 

• The cash which backs up the creditor is invested as individual investment or part of the general investments of the Municipality until 
it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If it is payable to the funder it is recorded as part of 
the creditor. If it is the Municipality’s interest it is recognised as interest earned in the Statement of Financial Performance. 


1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately reflected on the Statement of Financial Position. The asset 
is recognised when the Municipality has an enforceable right to receive the grant or if it is virtually certain that it will be received based on that 
grant conditions have been met. They represent unpaid government grants, subsidies and contributions from the public. 
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1.12. UNSPENT PUBLIC CONTRIBUTIONS 


Public contributions are subject to specific conditions. If these specific conditions are not met, the monies received are repayable. 


Unspent public contributions are financial liabilities that are separately reflected on the Statement of Financial Position. They represent unspent 
contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the creation and utilisation of this creditor: 


• Unspent public contributions are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred to revenue in the Statement of Financial 
Performance. 

• The cash which backs up the creditor is invested as individual investment or part of the general investments of the municipality until 
it is utilised. 

• Interest earned on the investment is treated in accordance with the public contribution conditions. If it is payable to the funder it is 
recorded as part of the creditor. If it is the municipality’s interest it is recognised as interest earned in the Statement of Financial 
Performance. 


1.13. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive obligation as a result of past events, it is probable that an 
outflow of resource embodying economic benefits or service potential will be required to settle the obligation and a reliable estimate of the 
provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the current best estimate of future outflows of 
resources. Where the effect is material, non-current provisions are discounted to their present value using a discount rate that reflects the 
market’s current assessment of the time value of money, adjusted for risks specific to the liability. 
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The Municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the probability of an 
outflow of resources embodying economic benefits or service potential is remote. A contingent asset is disclosed where an inflow of economic 
benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is sufficient 
objective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in measuring a provision. 
Provisions are not recognised for future operating losses. The present obligation under an onerous contract is recognised and measured as a 
provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of a provision have been 
met: 

The Municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan or 
announcing its main features to those affected by it. 

The amount recognised as a provision is the best estimate of the expenditure required to settle the present obligation at the reporting date. 

If it is no longer probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation, 
the provision is de-recognised. 

1.14. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the Municipality pays fixed contributions into a separate entity (a 
fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee 
benefits relating to employee service in the current and prior periods. 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

(e) Post Retirement Medical Obligations 
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The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff according to the 
rules of the medical aid funds. Council pays 60% as contribution and the remaining 40% are paid by the members. The entitlement to these 
benefits is usually conditional on the employee remaining in service up to retirement age and the completion of a minimum service period. The 
present value of the defined benefit liability is actuarially determined in accordance with GRAP 25 - Employee benefits (using a discount rate 
applicable to high quality government bonds). The plan is unfunded. 


These contributions are recognised in the Statement of Financial Performance when employees have rendered the service entitling them to the 
contribution. The liability was calculated by means of the projected unit credit actuarial valuation method. The liability in respect of current 
pensioners is regarded as fully accrued, and is therefore not split between a past (or accrued) and future in-service element. The liability is 
recognised at the present value of the defined benefit obligation at the reporting date, minus the fair value at the reporting date of plan assets (if 
any) out of which the obligations are to be settled directly, plus any liability that may arise as a result of a minimum funding requirements. 
Payments made by the Municipality are set-off against the liability, including notional interest, resulting from the valuation by the actuaries and 
are recognised in the Statement of Financial Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the Statement of 
Financial Performance in the period that it occurs. These obligations are valued annually by independent qualified actuaries. 

(f) Long Service Awards 


Long service awards are provided to employees who achieve certain pre-determined milestones of service within the Municipality. The 
Municipality's obligation under these plans is valued by independent qualified actuaries annually and the corresponding liability is 
raised. Payments are set-off against the liability, including notional interest, resulting from the valuation by the actuaries and are 
recognised in the Statement of Financial Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in actuarial assumptions, is recognised in the Statement of 
Financial Performance in the period that it occurs. These obligations are valued annually by independent qualified actuaries. 
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(g) Provision for Staff Leave 


Liabilities for annual leave are recognised as they accrue to employees. The liability is based on the total amount of leave days, limited to 48 
days, due to employees at year-end and also on the total salary of the employee. 


Accumulating leave is carried forward and can be used in future periods if the current period’s entitlement is not used in full. All unused leave 
will be paid out to the specific employee at the end of that employee’s employment term. 

Accumulated leave is vesting. 


(h) Staff Bonuses Accrued 


Liabilities for staff bonuses are recognised as they accrue to employees. The liability at year end is based on bonus accrued at year end for 
each employee. 

1.15. BORROWING COSTS 

The Municipality recognises all borrowing costs as an expense in the period in which they are incurred. 

1.16. PROPERTY, PLANT AND EQUIPMENT 
1.16.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or supply 
of goods or services, rental to others, or for administrative purposes, and are expected to be used during more than one year. The cost of an 
item of property, plant and equipment shall be recognised as an asset if, and only if it is probable that future economic benefits or service 
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potential associated with the item will flow to the entity, and the cost or fair value of the item can be measured reliably. Items of property, plant 
and equipment are initially recognised as assets on acquisition date and are initially recorded at cost. The cost of an item of property, plant and 
equipment is the purchase price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the Municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost also includes 
the necessary costs of dismantling and removing the asset and restoring the site on which it is located. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as separate items 
(major components) of property, plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be 
equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the assets acquired is initially measured at fair value (the cost). It the acquired item’s fair value was not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to use them during more 
than one period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

1.16.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and any 
accumulated impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises the new component. 
Subsequent expenditure incurred on an asset is capitalised when it increases the capacity or future economic benefits associated with the 
asset. 
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1.16.3 Depreciation and Impairment 


Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Depreciation 
of an asset begins when it is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect 
of any changes in estimate accounted for on a prospective basis. The annual depreciation rates are based on the following estimated useful 
lives: 



Years 


Years 

Infrastructure 


Other 


Roads and Paving 

5-100 

Buildings 

30-100 

Pedestrian Malls 

10-30 

Specialist vehicles 

3-60 

Electricity 

10-100 

Other vehicles 

3-30 

Water 

10-100 

Office equipment 

3-25 

Sewerage 

10-100 

Furniture and fittings 

2-30 

Housing 

30 

Watercraft 

15 



Bins and containers 

5 

Communitv 


Specialised plant and 
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Buildings 

10-100 

Equipment 

3-40 

Recreational Facilities 

20-100 

Other plant and 


Security 

30 

Equipment 

3-40 

Halls 

30-100 

Landfill sites 

10-100 

Libraries 

100 

Quarries 

5-25 

Parks and gardens 

100 

Emergency equipment 

3-30 

Other assets 

10-100 

Computer equipment 

3-20 


Finance lease assets 

Office equipment 3-5 

Other assets 3-5 

Property, plant and equipment are reviewed at each reporting date for any indication of impairment. If any such indication exists, the asset’s 
recoverable amount is estimated. The impairment charged to the Statement of Financial Performance is the excess of the carrying value over 
the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined had no impairment been recognised. A reversal of an impairment is recognised in the Statement of Financial Performance. 

1.16.4 De-recognition 
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Items of property, plant and equipment are derecognised when the asset is disposed or when there are no further economic benefits or service 
potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 


1.16.5 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. For Land and 
Buildings the fair value as determined by a valuator was used in order to determine the deemed cost as on 1 July 2010. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2010. 


1.17. INTANGIBLE ASSETS 
1.17.1 Initial Recognition 


An intangible asset is an identifiable non-monetary asset without physical substance. 


An asset meets the identifiability criterion in the definition of an intangible asset when it: 
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• is separable, i.e. is capable of being separated or divided from the entity and sold, transferred, licensed, rented or exchanged, either 
individually or together with a related contract, asset or liability; or 

• arises from contractual rights (including rights arising from binding arrangements) or other legal rights (excluding rights granted by 
statute), regardless of whether those rights are transferable or separable from the entity or from other rights and obligations. 


The Municipality recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic 
benefits or service potential that are attributable to the asset will flow to the Municipality and the cost or fair value of the asset can be measured 
reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. Research expenditure is never 
capitalised, while development expenditure is only capitalised to the extent that: 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of monetary and non- 
monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s 
deemed cost is the carrying amount of the asset(s) given up. 

1.17.2 Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any accumulated impairments losses. The cost of an 
intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is indefinite, the asset is not amortised but 
is subject to an annual impairment test. 
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1.17.3 Amortisation and Impairment 


Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives using the straight line 
method. Amortisation of an asset begins when it is available for use, i.e. when it is in the condition necessary for it to be capable of operating in 
the manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful 
lives are amortised separately. The estimated useful lives, residual values and amortisation method are reviewed at each year end, with the 
effect of any changes in estimate accounted for on a prospective basis. The annual amortisation rates are based on the following estimated 
useful lives: 


Intanqible Assets 

Years 

Computer Software 

3-5 

Computer Systems 

5-10 

1.17.4 De-recognition 



Intangible assets are derecognised when the asset is disposed or when there are no further economic benefits or service potential expected 
from the use of the asset. The gain or loss arising on the disposal or retirement of an intangible asset is determined as the difference between 
the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

1.17.5 Application of deemed cost (Directive 7) 
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The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. For Intangible Assets 
the depreciated replacement cost method was used to establish the deemed cost as on 1 July 2010. 

1.18. INVESTMENT PROPERTY 

1.18.1 Initial Recognition 

Investment property shall be recognised as an asset when, and only when: 


• it is probable that the future economic benefits or service potential that are associated with the investment property will flow to the 
entity, and 

• the cost or fair value of the investment property can be measured reliably. 


Investment property includes property (land or a building, or part of a building, or both land and buildings held under a finance lease) held to 
earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or services, 
or the sale of an asset in the ordinary course of operations. Property with a currently undetermined use, is also classified as investment 
property. 

At initial recognition, the Municipality measures investment property at cost including transaction costs once it meets the definition of 
investment property. However, where an investment property was acquired through a non-exchange transaction (i.e. where it acquired the 
investment property for no or a nominal value), its cost is its fair value as at the date of acquisition. The cost of self-constructed investment 
property is measured at cost. 

Transfers are made to or from investment property only when there is a change in use. For a transfer from investment property to owner 
occupied property, the deemed cost for subsequent accounting is the fair value at the date of change in use. If owner occupied property 
becomes an investment property, the Municipality accounts for such property in accordance with the policy stated under property, plant and 
equipment up to the date of change in use. 
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1.18.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less accumulated depreciation and any accumulated 
impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 

1.18.3 Depreciation and Impairment - Cost Model 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of the assets. Depreciation 
of an asset begins when it is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect 
of any changes in estimate accounted for on a prospective basis. 


Investment Propertv Years 
Buildings 30 

1.18.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further economic benefits expected from the use of the 
investment property. The gain or loss arising on the disposal or retirement of an item of investment property is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

1.18.5 Application of deemed cost - Directive 7 
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The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on 1 July 2010 


1.19 HERITAGE ASSETS 

1.19.1 Initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, natural, scientific, technological or artistic significance and 
is held and preserved indefinitely for the benefit of present and future generations. 

A heritage asset is recognised as an asset if, and only if it is probable that future economic benefits or service potential associated with the 
asset will flow to the Municipality, and the cost or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where a heritage asset is acquired through a non-exchange 
transaction, its cost is deemed to be its fair value as at the date of acquisition. 

1.19.2 Subsequent Measurement - Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated impairment losses. 

1.19.3 Subsequent Measurement - Revaluation Model 

After recognition as an asset, heritage assets are carried at a re-valued amount, being its fair value at the date of the revaluation less any 
subsequent impairment losses. 

If a heritage asset’s carrying amount is increased as a result of a revaluation, the increase is credited directly to a revaluation surplus. However, 
the increase is recognised in Statement of Financial Performance to the extent that it reverses a revaluation decrease of the same heritage 
asset previously recognised in the Statement of Financial Performance. 
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If a heritage asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognised in the Statement of Financial 
Performance. However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that heritage asset. 

1.19.4 Depreciation and Impairment 

Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date for any indication of impairment. If any such indication exists, the asset’s recoverable 
amount is estimated. The impairment recognised in the Statement of Financial Performance is the excess of the carrying value over the 
recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined had no impairment been recognised. A reversal of an impairment is recognised in the Statement of Financial Performance. 

1.19.5 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further economic benefits expected from the use of the heritage 
asset. The gain or loss arising on the disposal or retirement of a heritage asset is determined as the difference between the sales proceeds 
and the carrying value of the heritage asset and is recognised in the Statement of Financial Performance. 


1.19.6 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in Directive 7 of the Accounting Standards Board, issued in 
December 2009. The Municipality applied deemed cost where the acquisition cost of an asset could not be determined. The fair value as 
determined by a valuator was used in order to determine the deemed cost as on 1 July 2010. 

1.20. IMPAIRMENT OF NON-FINANCIAL ASSETS 
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1.20.1 Cash-generating assets 

Cash-generating assets are assets held with the primary objective of generating a commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, or when 
annual impairment testing for an asset is required, the municipality estimates the asset’s recoverable amount. 

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair value less costs to sell and its value in use and is 
determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or 
groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is 
written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a 
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair 
value less costs to sell, an appropriate valuation model is used. Impairment losses are recognised in the Statement of Financial Performance in 
those expense categories consistent with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no 
longer exist or may have decreased. If such indication exists, the Municipality estimates the asset’s or cash-generating unit’s recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s 
recoverable amount since the last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does not 
exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss 
been recognised for the asset in prior years. Such reversal is recognised in the Statement of Financial Performance. 

1.20.2 Non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, or when 
annual impairment testing for an asset is required, the Municipality estimates the asset’s recoverable service amount. 
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An asset’s recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. If the 
recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is reduced to its recoverable service 
amount. That reduction is an impairment loss recorded in the Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset’s remaining service potential. The present value of the 
remaining service potential of the asset is determined using any one of the following approaches: 


• depreciation reptacement cost approach - the present value of the remaining service potential of an asset is determined as the 
depreciated replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset’s gross service 
potential. This cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction 
(replication) of the existing asset or through replacement of its gross service potential. The depreciated replacement cost is 
measured as the reproduction or replacement cost of the asset, whichever is lower, less accumulated depreciation calculated on the 
basis of such cost, to reflect the already consumed or expired service potential of the asset. 


• restoration cost approach - the cost of restoring the service potential of an asset to its pre-impaired level. Under this approach, the 
present value of the remaining service potential of the asset is determined by subtracting the estimated restoration cost of the asset 
from the current cost of replacing the remaining service potential of the asset before impairment. The latter cost is usually 
determined as the depreciated reproduction or replacement cost of the asset, whichever is lower. 


• service unit approach - the present value of the remaining service potential of the asset is determined by reducing the current cost of 
the remaining service potential of the asset before impairment, to conform with the reduced number of service units expected from 
the asset in its impaired state. As in the restoration cost approach, the current cost of replacing the remaining service potential of the 
asset before impairment is usually determined as the depreciated reproduction or replacement cost of the asset before impairment, 
whichever is lower. 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between knowledgeable, willing 
parties, less the costs of disposal. 
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An impairment loss is recognised immediately in surplus or deficit, unless the asset is carried at a revalued amount in accordance with another 
Standard of GRAP. Any impairment loss of a revalued asset shall be treated as a revaluation decrease in accordance with that Standard of 
GRAP. 

The Municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for an 
asset may no longer exist or may have decreased. If any such indication exists, the Municipality estimates the recoverable service amount of 
that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been a change in the estimates used to determine the 
asset’s recoverable service amount since the last impairment loss was recognised. If this is the case, the carrying amount of the asset is 
increased to its recoverable service amount. The increased carrying amount of an asset attributable to a reversal of an impairment loss does 
not exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised 
for the asset in prior periods. Such a reversal of an impairment loss is recognised in the Statement of Financial Performance. 


1.21. NON CURRENT INVESTMENTS 

Financial instruments, which include, investments in municipal entities and fixed deposits invested in registered commercial banks, are stated 
at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period 
that the impairment is identified. 


On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or credited to the 
Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, other than a temporary decline, in the value of individual 
investments. 
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1.22. INVENTORIES 


1.22.1 Initial Recognition 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. Inventories shall be 
recognised as an asset if, and only if, it is probable that future economic benefits or service potential associated with the item will flow to the 
entity, and the cost of the inventories can be measured reliably. Inventories are initially recognised at cost. Cost generally refers to the 
purchase price, plus non-recoverable taxes, transport costs and any other costs in bringing the inventories to their current location and 
condition. Where inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and overheads used 
during the manufacturing process. 

Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to be 
equal to the fair value of the item on the date acquired. 

1.22.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, are valued at the lower of cost and net 
realisable value unless they are to be distributed at no or nominal charge, in which case they are measured at the lower of cost and current 
replacement cost. Redundant and slow-moving inventories are identified and written down. Differences arising on the valuation of inventory 
are recognised in the Statement of Financial Performance in the year in which they arose. The amount of any reversal of any write-down of 
inventories arising from an increase in net realisable value or current replacement cost is recognised as a reduction in the amount of 
inventories recognised as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or consumed, 
unless that cost qualifies for capitalisation to the cost of another asset. 

The basis of allocating cost to inventory items is the weighted average method. 

Water inventory is measured annually at the reporting date by way of dip readings and the calculated volume in the distribution network. 
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1.23. FINANCIAL INSTRUMENTS 


Financial instruments recognised on the Statement of Financial Position include receivables (both from exchange transactions and non- 
exchange transactions), cash and cash equivalents, annuity loans and payables (both form exchange and non-exchange transactions). 

1.23.1 Initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a party to the contractual provisions of the instrument at fair value 
plus, in the case of a financial asset or financial liability not at fair value, transaction costs that are directly attributable to the acquisition or issue 
of the financial asset or financial liability 

1.23.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair value, financial assets at amortised cost or financial 
assets at cost. Financial Liabilities are categorised as either at fair value, financial liabilities at cost or financial liabilities carried at amortised 
cost ("other”). The subsequent measurement of financial assets and liabilities depends on this categorisation. 


1.23.2.1 Receivables 

Receivables are classified as financial assets at amortised cost, and are subsequently measured amortised cost using the effective interest rate 
method. 

For amounts due from debtors carried at amortised cost, the Municipality first assesses whether objective evidence of impairment exists 
individually for financial assets that are individually significant, or collectively for financial assets that are not individually significant. Objective 
evidence of impairment includes significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial 
reorganisation and default or delinquency in payments (more than 90 days overdue). If the Municipality determines that no objective evidence 
of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets 
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment and 
for which an impairment loss is, or continues to be, recognised are not included in a collective assessment of impairment. 
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If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference between the 
asset’s carrying amount and the present value of estimated future cash flows (excluding future expected credit losses that have not yet been 
incurred). The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in the 
Statement of Financial Performance. Interest income continues to be accrued on the reduced carrying amount based on the original effective 
interest rate of the asset. Loans together with the associated allowance are written off when there is no realistic prospect of future recovery and 
all collateral has been realised or has been transferred to the municipality. If, in a subsequent year, the amount of the estimated impairment 
loss increases or decreases because of an event occurring after the impairment was recognised, the previously recognised impairment loss is 
increased or reduced by adjusting the allowance account. If a future write-off is later recovered, the recovery is recognised in the Statement of 
Financial Performance. 

The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest rate, if material. If a loan has 
a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate. 


1.23.2.2 Pavabtes and Annuitv Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as financial liabilities held at amortised cost, are initially 
recognised at fair value and subsequently measured at amortised cost using an effective interest rate, which is the initial carrying amount, less 
repayments, plus interest. 


1.23.2.3 Cash and Cash Equivalents 
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Cash includes cash on hand (including petty cash) and cash with banks. Cash equivalents are short-term highly liquid investments, readily 
convertible into known amounts of cash that are held with registered banking institutions with maturities of three months or less and are subject 
to an insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
highly liquid deposits and net of bank overdrafts. The Municipality categorises cash and cash equivalents as financial assets carried at 
amortised cost. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. Amounts owing in 
respect of bank overdrafts are categorised as financial liabilities: other financial liabilities carried at amortised cost. 

1.23.3 De-recognition of Financiai Instruments 

1.23.3.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash 
flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Municipality has transferred 
substantially all the risks and rewards of the asset, or (b) the Municipality has neither transferred nor retained substantially all the 
risks and rewards of the asset, but has transferred control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, and has 
neither transferred nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the old asset is 
derecognised and a new asset is recognised to the extent of the Municipality’s continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of 
the asset and the maximum amount of consideration that the Municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option (including a cash settled option or similar provision) on the 
transferred asset, the extent of the Municipality’s continuing involvement is the amount of the transferred asset that the Municipality may 
repurchase, except that in the case of a written put option (including a cash settled option or similar provision) on an asset measured at fair 
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value, the extent of the Municipality’s continuing involvement is limited to the lower of the fair value of the transferred asset and the option 
exercise price. 


1.23.3.2 Financial Liabilities 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing 
liability are substantially modified, such an exchange or modification is treated as a de-recognition of the original liability and the recognition of 
a new liability, and the difference in the respective carrying amounts is recognised in the Statement of Financial Performance. 


1.23.4 Offsetting of Financial Instruments 


Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial Position if, and only if, there 
is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to realise the 
assets and settle the liabilities simultaneously 

1.24. REVENUE 


DRAFT 2 


CHAPTER 5 


510 


1.24.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality received revenue from another entity without directly 
giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the extent that the related 
receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the resources that have been transferred meet the criteria for 
recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or donation is conditional. The liability is 
transferred to revenue as and when the conditions attached to the grant are met. Grants without any conditions attached are recognised as 
revenue when the asset is recognised. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. At the time of initial recognition the full amount of 
revenue is recognised. If the Municipality does not enforce its obligation to collect the revenue, is a subsequent event. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time proportionate basis as an 
exchange transaction. 

Penalty interest on unpaid rates is recognised on a time proportionate basis as an exchange transaction. 


Fine Revenue constitutes both spot fines and summonses. Fine revenue is recognised when the spot fine or summons is issued. In cases 
where fines and summonses are issued by another government institute, revenue will only be recognised when monies are received, as the 
Municipality does not have any control over fines issued by other government institutes. 

Revenue from public contributions and donations is recognised when all conditions associated with the contribution have been met or where 
the contribution is to finance property, plant and equipment, when such items of property, plant and equipment qualifies for recognition and first 
becomes available for use by the Municipality. Where public contributions have been received but the Municipality has not met the related 
conditions, it is recognised as an unspent public contribution (liability). 

Revenue from third parties i.e. insurance payments for assets impaired, are recognised when it can be measured reliably and is not being 
offset against the related expenses of repairs or renewals of the impaired assets. 


DRAFT 2 


CHAPTER 5 


511 


Contributed property, plant and equipment is recognised when such items of property, plant and equipment qualifies for recognition and 
become available for use by the Municipality. 

All unclaimed deposits are initially recognised as a liability until 36 months expires, when all unclaimed deposits into the Municipality’s bank 

account will be treated as revenue. This policy is in line with prescribed debt principle as enforced by the law. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including those set 
out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible 
councillors or officials is virtually certain. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it also recognises revenue equivalent to the amount of 
the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a liability. Where a liability is required to 
be recognised it will be measured as the best estimate of the amount required to settle the present obligation at the reporting date, and the 

amount of the increase in net assets, if any, recognised as revenue. When a liability is subsequently reduced, because the taxable event 

occurs or a condition is satisfied, the amount of the reduction in the liability will be recognised as revenue. 


1.24.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Municipality directly in return for services rendered/ goods sold, the 
value of which approximates the consideration received or receivable. At the time of initial recognition the full amount of revenue is recognised. 
If the Municipality does not enforce its obligation to collect the revenue, is a subsequent event. 

Service charges relating to electricity and water are based on consumption and a basic charge as per Council resolution. Meters are read on a 
monthly basis and are recognised as revenue when invoiced. Where the Municipality was unable to take the actual month’s reading of certain 
consumers, a provisional estimate of consumption for that month will be created. . The provisional estimates of consumption are recognised as 
revenue when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have been 
read. These adjustments are recognised as revenue in the invoicing period. 


DRAFT 2 


CHAPTER 5 


512 


Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. It is estimated that pre-paid electricity is consumed 
within 2 to 3 days after date of purchase. The pre-paid electricity sold, but not consumed yet at year-end is regarded as not material and is not 
disclosed as under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to each property that 
has improvements. Tariffs are determined per category of property usage, and are levied monthly based on the recorded number of refuse 
points per property. 

Service charges relating to sanitation (sewerage) are recognised on a monthly basis in arrears by applying the approved tariff to each property 
that has improvements. Tariffs are determined per category of property usage. In the case of residential property a fixed monthly tariff is levied 
and in the case of commercial property a tariff is levied based on the number of sewerage connection on the property. Service charges based 
on a basic charge as per Council resolution. 


Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is rendered by applying the 
relevant tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods are passed to the consumer. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of another entity (the principal) is limited to the amount of 
any fee or commission payable to the municipality as compensation for executing the agreed services. 

Revenue shall be measured at the fair value of the consideration received or receivable. 
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The amount of revenue arising on a transaction is usually determined by agreement between the entity and the purchaser or user of the asset 
or service. It is measured at the fair value of the consideration received or receivable taking into account the amount of any trade discounts and 
volume rebates allowed by the entity. 

In most cases, the consideration is in the form of cash or cash equivalents and the amount of revenue is the amount of cash or cash 
equivalents received or receivable. However, when the inflow of cash or cash equivalents is deferred, the fair value of the consideration may be 
less than the nominal amount of cash received or receivable. When the arrangement effectively constitutes a financing transaction, the fair 
value of the consideration is determined by discounting all future receipts using an imputed rate of interest. The imputed rate of interest is the 
more clearly determinable of either: 


• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current cash sales price of the goods or services. 


The difference between the fair value and the nominal amount of the consideration is recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a similar nature and value, the exchange is not 
regarded as a transaction that generates revenue. When goods are sold or services are rendered in exchange for dissimilar goods or services, 
the exchange is regarded as a transaction that generates revenue. The revenue is measured at the fair value of the goods or services received, 
adjusted by the amount of any cash or cash equivalents transferred. When the fair value of the goods or services received cannot be measured 
reliably, the revenue is measured at the fair value of the goods or services given up, adjusted by the amount of any cash or cash equivalents 
transferred. 

1.25. RELATED PARTIES 

Parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other party in 
making financial and operating decisions or if the related party entity and another entity are subject to common control. 

Related parties include: 
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• Entities that directly, or indirectly through one or more intermediaries, control, or are controlled by the reporting entity; 

• Individuals owning, directly or indirectly, an interest in the reporting entity that gives them significant influence over the entity, 
and close members of the family of any such individual; 

• Key management personnel, and close members of the family of key management personnel; and 

• Entities in which a substantial ownership interest is held, directly or indirectly, by any person described in the 2 nd and 3 rd bullet, 
or over which such a person is able to exercise significant influence. 


Key management personnel include: 

• All directors or members of the governing body of the entity, being the Executive Mayor, Deputy Mayor, Speaker and members 
of the Mayoral Committee. 

• Other persons having the authority and responsibility for planning, directing and controlling the activities of the reporting entity 
being the Municipal Manager, Chief Financial Officer an all other managers reporting directly to the Municipal Manager or as 
designated bythe Municipal Manager. 


1.26. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an allocation received 
from another sphere of government, municipality or organ of state and expenditure in a form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 

1.27. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal Systems Act 
(Act No. 32 of 2000), the Public Office Bearers Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality’s Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
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(measured at actual cost incurred) in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 


1.28. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been avoided had reasonable care been exercised. 
Fruitless and wasteful expenditure is accounted for as expenditure (measured at actual cost incurred) in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.29. CONTINGENT LIABILITIES 

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or 
non-occurrence of one or more uncertain future events not wholly within the control of the entity. A contingent liability could also be a 
present obligation that arises from past events, but is not recognised because it is not probable that an outflow of resources embodying 
economic benefits will be required to the obligation or the amount of the obligation cannot be measures with sufficient reliability. 


Management judgement is required when recognising and measuring contingent liabilities. 

1.30. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information was prepared in accordance with the best practice guidelines issued by National Treasury. The 
presentation of budget information is in line with the basis of accounting as per the GRAP Framework. GRAP 24: Presentation of Budget 
Information in Financial Statements is not yet effective. This standard brings new rules in respect of presentation of budget information. 

1.31. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 
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In the process of applying the Municipality’s accounting policy, management has made the following significant accounting judgements 
estimates and assumptions, which have the most significant effect on the amounts recognised in the financial statements: 


Post retirement medical obligations, Long service awards and Ex gratia gatuities 

The cost of post retirement medical obligations, long service awards and ex-gartia gratuities are determined using actuarial valuations. The 
actuarial valuation involves making assumptions about discount rates, expected rates of return on assets, future salary increases, mortality 
rates and future pension increases. Major assumptions used are disclosed in note 3 of the Annual Financial Statements. Due to the long-term 
nature of these plans, such estimates are subject to significant uncertainty. 

Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the extent to which debtors have defaulted on payments 
already due, and an assessment of their ability to make payments based on their creditworthiness. This was performed per service-identifiable 
categories across all classes of debtors. 


Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management’s estimation. Infrastructure’s useful lives are based on technical 
estimates of the practical useful lives for the different infrastructure types, given engineering technical knowledge of the infrastructure types and 
service requirements. For other assets and buildings management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life expectation, where appropriate. The estimation of residual 
values of assets is also based on management's judgement whether the assets will be sold or used to the end of their useful lives, and in what 
condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives and residual values of Property, Plant and Equipment. 
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• The useful life of movable assets was determined using the age of similar assets available for sale in the active market. Discussions 
with people within the specific industry were also held to determine useful lives. 

• Local Government Industry Guides was used to assist with the deemed cost and useful life of infrastructure assets. 

• The Municipality referred to buildings in other municipal areas to determine the useful life of buildings. The Municipality also 
consulted with engineers to support the useful life of buildings, with specific reference to the structural design of buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, management used the depreciation cost method which was based on 
assumptions about the remaining duration of the assets. 


The cost for depreciated replacement cost was determined by using either one of the following: 


• cost of items with a similar nature currently in the Municipality's asset register; 

• cost of items with a similar nature in other municipalities’ asset registers, given that the other municipality has the same 
geographical setting as the Municipality and that the other municipality’s asset register is considered to be accurate; 

• cost as supplied by suppliers. 


For deemed cost applied to land and buildings as per adoption of Directive 7, management made use of on independent valuator. The 
valuator’s valuation was based on assumptions about the market’s buying and selling trends and the remaining duration of the assets. 

Intangible Assets 
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The useful lives of intangible assets are based on management’s estimation. Management considers the impact of technology, availability of 
capital funding, service requirements and required return on assets to determine the optimum useful life expectation, where appropriate. 

Management referred to the following when making assumptions regarding useful lives of intangible assets: 


• Reference was made to intangibles used within the Municipality and other municipalities to determine the useful life of the assets. 


For deemed cost applied to intangible assets as per adoption of Directive 7, management used the depreciation cost method which was based 
on assumptions about the remaining duration of the assets. 


Investment Property 

The useful lives of investment property are based on management’s estimation. Management considers the impact of technology, availability of 
capital funding, service requirements and required return on assets to determine the optimum useful life expectation, where appropriate. The 
estimation of residual values of assets is also based on management’s judgement whether the assets will be sold or used to the end of their 
economic lives, and in what condition they will be at that time. 

Management referred to the following when making assumptions regarding useful lives and valuation of investment property: 
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The Municipality referred to buildings in other municipal areas to determine the useful life of buildings. 

The Municipality also consulted with professional engineers and qualified valuators to support the useful life of buildings. 


For deemed cost applied to Investment Property as per adoption of Directive 7, management made use of on independent valuator. The 
valuator’s valuation was based on assumptions about the market’s buying and selling trends and the remaining duration of the assets. 


Provisions and Contingent Liabilities 

Management judgement is required when recognising and measuring provisions and when measuring contingent liabilities. Provisions are 
discounted where the time value effect is material. 

Revenue Recognition 

Accounting Policy 1.24.1 on Revenue from Non-Exchange Transactions and Accounting Policy 1.24.2 on Revenue from Exchange 
Transactions describes the conditions under which revenue will be recognised by management of the Municipality. 


In making their judgement, management considered the detailed criteria for the recognition of revenue as set out in GRAP 9: Revenue from 
Exchange Transactions and GRAP 23: Revenue from Non-Exchange Transactions.). Specifically, whether the Municipality, when goods are 
sold, had transferred to the buyer the significant risks and rewards of ownership of the goods and when services are rendered, whether the 
service has been performed. Revenue from the issuing of spot fines and summonses has been recognised when the spot fine or summons is 
issued. In cases where fines and summonses are issued by another government institute, revenue will only be recognised when monies are 
received, as the Municipality does not have any control over fines issued by other government institutes. 
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Provision for Landfill Sites 


The provision for rehabilitation of the landfill site is recognised as and when the environmental liability arises. The provision is calculated by a 
qualified environmental engineer. The provision represents the net present value of the expected future cash flows to rehabilitate the landfill site 
at year end. To the extent that the obligations relate to an asset, it is capitalised as part of the cost of those assets. Any subsequent changes to 
an obligation that did not relate to the initial related asset is charged to the Statement of Financial Performance. 


Management referred to the following when making assumptions regarding provisions: 


• Professional engineers were utilised to determine the cost of rehabilitation of landfill sites as well as the remaining useful life of each 
specific landfill site. 

• Interest rates (investment rate) linked to prime was used to calculate the effect of time value of money. 


Provision for Staff leave 

Staff leave is accrued to employees according to collective agreements. Provision is made for the full cost of accrued leave at reporting date. 
This provision will be realised as employees take leave or when employment is terminated. 


Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at year end and is based on historic patterns of payment 
of performance bonuses. Performance bonuses are subject to an evaluation by Council. 
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Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to depreciate all major components over the expected 
useful lives. The cost of each component is estimated based on the current market price of each component, depreciated for age and 
condition and recalculated to cost at the acquisition date if known or to the date of initially adopting the standards of GRAP. 


Pre-paid electricity estimation 

Pre-paid electricity is only recognised as income once the electricity is consumed. The pre-paid electricity balance (included under payables) 
represents the best estimate of electricity sold at year-end that is still unused. The average pre-paid electricity sold per day during the year 
under review is used and the estimate is calculated using between 2 and 3 days worth of unused electricity. 

Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to depreciate all major components over the expected useful 
lives. The cost of each component is estimated based on the current market price of each component, depreciated for age and condition and 
recalculated to cost at the acquisition date if known or to the date of initially adopting the standards of GRAP. 


1.32. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount of Value Added Tax recoverable from, 
or payable to, the taxation authority is included as part of receivables or payables in the Statement of Financial Position. 


1.33. CAPITAL COMMITMENTS 
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Capital commitments disclosed in the financial statements represents the contractual balance committed to capital projects on reporting date 
that will be incurred in the period subsequent to the specific reporting date. 

1.34. EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the date when 
the financial statements are authorised for issue. Two types of events can be identified: 


• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date). 


If non-adjusting events after the reporting date are material, the Municipality discloses the nature and an estimate of the financial effect. 

1.35 STATUTORY RECEIVABLES 

Statutory receivables arise from legislation, supporting regulations, or similar means and require settlement by another entity in cash or another 
financial asset. Statutory receivables can arise from both exchange and non-exchange transactions. 

1.35.1 Initial Recognition 

Statutory receivables are recognised when the related revenue is recognised or when the receivable meets the definition of an asset. 


1.35.2 Measurement 

The Municipality initially measures the statutory receivables at their transaction amount. 
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The Municipality measure statutory receivables after initial recognition using the cost method. Under the cost method, the initial measurement 
of the receivable is changed subsequent to reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 

The Municipality assesses at each reporting date whether there is any indication that a statutory receivable may be impaired. If there is an 
indication that a statutory receivable may be impaired, the Municipality measures the impairment loss as the difference between the estimated 
future cash flows and the carrying amount. Where the carrying amount is higher than the estimated future cash flows, the carrying amount of 
the statutory receivable is reduced, through the use of an allowance account. The amount of the loss is recognised in the Statement of 
Financial Performance. In estimating the future cash flows, the Municipality considers both the amount and timing of the cash flows that it will 
receive in future. Consequently, where the effect of the time value of money is material, the Municipality discounts the estimated future cash 
flows using a rate that reflects the current risk free rate and any risks specific to the statutory receivable for which the future cash flow estimates 
have not been adjusted. 

An impairment loss recognised in prior periods for a statutory receivable is revised if there has been a change in the estimates used since the 
last impairment loss was recognised, or to reflect the effect of discounting the estimated cash flows. Any previously recognised impairment 
loss is adjusted by adjusting the allowance account. The amount of any adjustment is recognised in the Statement of Financial Performance. 
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1.35.3 Derecognition 


The Municipality derecognises a statutory receivable when: 


(d) the rights to the cash flows from the receivable are settled, expire or are waived; 

(e) the Municipality transfers to another party substantially all of the risks and rewards of ownership of the receivable; or 

(f) the Municipality, despite having retained some significant risks and rewards of ownership of the receivable, has transferred control 
of the receivable to another party and the other party has the practical ability to sell the receivable in its entirety to an unrelated third 
party, and is able to exercise that ability unilaterally and without needing to impose additional restrictions on the transfer. In this 
case, the Municipality: 


(i) derecognise the receivable; and 

(ii) recognise separately any rights and obligations created or retained in the transfer 
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CHAPTER 6 - AUDITOR GENERAL AUDIT FINDINGS 


COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL STATEMENTS 
2013/2014 


6.1 AUDITOR-GENERAL REPORT ON FINANCI AL PERFORM ANCE 

2013/2014 (PREVIOUS YEAR) 


Audit report status 

Qualified audit opinion 

Audit Findings 

Revenue from exchange 

transactions 

1 was unable to obtain sufficient appropriate audit evidence 
to confirm revenue from service charges as a result of the 
estimated billing method used by the municipality. 1 was 
unable to confirm the amount disclosed by alternative 
means. Consequently, 1 was unable to determine whether 
any adjustments relating to service charges stated at 
R835 048 152 (2013: R838 429 273) in note 27 to the 
financial statements were necessary. Additionally, there is 
a consequential impact on operating surplus, accumulated 
surplus and bulk electricity and water losses for the period. 

Trade and other receivables 
from exchange transactions 

1 was unable to obtain sufficient appropriate audit evidence 
for the amounts disclosed for trade and other receivables 

in the financial statements and 1 could not confirm the 
balance by alternative means. Consequently 1 was unable 
to determine whether any adjustments to trade and other 
receivables from exchange transactions stated at 

R261 680 164 (2013: R213 100 451) in note 4 to the 
financial statements were necessary. Additionally, there is 
a consequential impact on the allowance for impairment 
and accumulated surplus. 
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COMPONENT B: AUDITOR-GENERAL OPINION YEAR 2014/2015 


6.2 AUDITOR-GENERAL OPINION 2014/2015 

The municipality received an unquaiified audit opinion with emphasis of matter paragraphs. 


Audit report status 


Unqualified audit opinion 


Audit Findings 



Revenue from exchange None 

transactions 


Trade and other receivables None 
from exchange transactions 


Emphasis of matter paragraphs 



Material losses and impairment - write off of debtors 
Water and electricity distribution losses that are excessive 


Employee costs - the municipality implemented the Tuned Assessment of Knowledge and 
Skills (TASK) which resulted in backpay to staff where there were salary differences 
between the old remuneration system being Patterson and TASK. 


Irregular Expenditure - as a result of various non-compliances with Supply Chain 
Management Poiicy of the municipality as well as the absence of an approved organogram 
in terms of the latest regulations on staff establishments. 
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6.2.1 REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON M AGARENG 
LOCAL MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 


Report of the auditor-general to the Northern Cape provincial legislature 
and the council on Magareng Local Municipality 


REPORT ON THE FINANCIAL STATEMENTS 

INTRODUCTION 


1. I was engaged to audit the financial statements of the Magareng Local Municipality set 
out on pages ... to ..., which comprise the statement of financial position at 

30 June 2015, the statement of financial performance, statement of changes in net 
assets, and cash flow statement and the statement of comparison of budget information 
with actual information for the year then ended, as well as the notes, comprising a 
summary of significant accounting policies and other explanatory information. 

ACCOUNTING OFFICER’S RESPONSIBILITY FOR THE FINANCIAL 
ST ATEMENTS 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), and 
the Division of Revenue Act of South Africa, 2014 (Act No. 10 of 2014) (DoRA), and for 
such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

AUDITOR-GENERAL’S RESPONSIBILITY 

3. My responsibility is to express an opinion on the financial statements based on 
conducting the audit in accordance with International Standards on Auditing. Because of 
the matters described in the basis for disclaimer of opinion paragraphs, however, I was 
unable to obtain sufficient appropriate audit evidence to provide a basis for an audit 
opinion. 


DRAFT 2 CHAPTER 6 528 





Basis for disclaimer of opinion 


Property plant and equipment 

4. I was unable to obtain sufficient appropriate evidence for property plant and property as 
the municipality did not have adequate systems in place to maintain records of property 
plant and property. I was unable to confirm property plant and property by alternative 
means. Additionally, as described in note 33 restatements was made to rectify prior year 
misstatements, but the restatement could not be substantiated by supporting audit 
evidence. Consequently, I was unable to determine whether any adjustments property 
plant and property stated at R 256 553 706 (2014: R 268 851 742) in the financial 
statements were necessary. 

5. The municipality did not recognise all items of property, plant and equipment relating to 
infrastructure asset work in progress and other assets in accordance with GRAP 17 
Property, plant and equipment. I was not able to determine the full extent of the 
understatement of infrastructure asset for work in progress as it was impracticable to do 
so. Additionally, there was a resultant impact on the surplus for the period and the 
accumulated surplus due to these misstatements. 

6. The municipality did not recognised newly identified assets in the prior year in 
accordance with GRAP 17. Assets was take on at current replacement cost instead 

of deemed cost. I was not able to determine the full extent of this misstatement as it was 
impracticable to do so. Additionally, there was a resultant impact on the surplus for the 
period and the accumulated surplus due to these misstatements. 

Investment property 

7. The municipality did not recognise all property held to earn rental or for capital 
appreciation as investment property in accordance with GRAP 16, Investment property 
for the current and prior year. In the absence of appropriate records and information, I 
was not able to determine the full extent of the misstatement in investment property as it 
was impracticable to do so. Additionally, there was a resultant impact on the surplus for 
the period and on the accumulated surplus 

Revenue from exchange transactions 

8. I was unable to obtain sufficient appropriate evidence for revenue from exchange 
transactions relating to service charges for water and electricity as the municipality did 
not have adequate systems in place to maintain records for these service charges. I was 
unable to confirm service charges for water and electricity by alternative means. 
Consequently, I was unable to determine whether any adjustments to service charges 
for water and electricity stated at R16 184 194 (2014: R13 341 099) and R5 579 211 
(2014: R3 578 011) respectively, in the financial statements were necessary. 

9. The municipaiity did not recognise revenue from exchange relating to service charges 
for water and electricity, in accordance with GRAP 9 Revenue from exchange 
transactions as not all meters were read. I was not able to determine the full extent of 
the understatement of revenue from exchange relating to water and electricity and 
receivables from exchange as it was impracticable to do so. 

Receivables from non-exchange transactions 
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10. I was unable to obtain sufficient appropriate evidence for receivables from non- 
exchange transactions as the municipality did not have adequate systems in place to 
maintain records of receivables from non-exchange transactions. I was unable to confirm 
receivables from non-exchange transactions by alternative means. Consequently, I was 
unable to determine whether any adjustments to receivables from non-exchange 
transactions stated at R2 025 046 (2014: R1 624 114) in the financial statements were 
necessary. 

11. Provision for debt Impairment was not calculated in accordance with GRAP 104 
Financial Instruments. Receivables from non-exchange transactions were understated 
and an impairment loss was overstated. I was not able to determine the amount of the 
adjustment to provision for debt impairment as it was impracticable to do so. Additionally, 
there was a resultant impact on the surplus for the period and the accumulated surplus 
due to these misstatements. 


Receivables from exchange transactions 

12. I was unable to obtain sufficient appropriate evidence for receivables from exchange 
transactions as the municipality did not have adequate systems in place to maintain 
records of receivables from exchange transactions. I was unable to confirm receivables 
from exchange transactions by alternative means. Consequently, I was unable to 
determine whether any adjustments to receivables from exchange transactions stated at 
R 2 526 306 (2014: R 12 646 793) in the financial statements were necessary. 

13. Provision for debt Impairment was not calculated in accordance with GRAP 104 
Financial Instruments. Receivables from exchange transactions were understated and 
an impairment loss was overstated. I was not able to determine the amount of the 
adjustment to provision for debt impairment as it was impracticable to do so. Additionally, 
there was a resultant impact on the surplus for the period and the accumulated surplus 
due to these misstatements. 

Payables from exchange transactions 

14. I was unable to obtain sufficient appropriate evidence for payables from exchange 
transactions as the municipality did not have adequate systems in place to maintain 
records of payables from exchange transactions. I was unable to confirm payables from 
exchange transactions by alternative means. Consequentiy, I was unabie to determine 
whether any adjustments to payables from exchange transactions stated at R 54 442 
190 in the financial statements were necessary. 

Expenditure 

15. I was unable to obtain sufficient appropriate audit evidence for expenditure transactions 
relating to contract services and general expenses. The municipality did not have 
adequate systems in place to maintain records of contract services and general 
expenses. I was unable to confirm contract service and general expenses by alternative 
means. Consequently, I was unable to determine whether any adjustments to contract 
services and general expenses stated at R2 481 737 and R12 377 997, respectively, 
were necessary. 

16. The municipality did not recognise expenditure, in accordance with GRAP 1 
Presentation of financial statements. Repairs and maintenance were overstated by 
R1 942 178 and employee relating cost was understated by the same amount, as 
salaries paid to employees was incorrectly classified under repairs and maintenance. 
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Additionally, there was a resultant impact on the surplus for the period due to these 
misstatements. 

17. The municipality did not recognise expenditure, in accordance with GRAP 1. General 
expenses were understated as the municipality did not recognise all rebates as well as 
transactions recorded in the incorrect period. I was not able to determine the amount of 
the understatement as it was impractical to do. Additionally, there was a resultant impact 
on the surplus for the period due to these misstatements. 

Irregular expenditure 

18. The municipality did not recognise irregular expenditure incurred in the notes to the 
financial statements, as required by section 125(2)(d)(i) of the MFMA. I was not able to 
determine the full extent of the misstatement as it was impracticable to do so. The 
municipality made payments in contravention of the Supply chain management 
regulations which were not included in irregular expenditure. I was not able to determine 
the amount of the understatement as it was impractical to do. 

Depreciation and amortisation 

19. I was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for depreciation. As described in note 33 the restatement was 
made to rectify a prior year misstatement, but the restatement could not be substantiated 
by supporting audit evidence. I was unable to confirm the restatement by alternative 
means. Consequently, I was unable to determine whether any adjustment to the 
depreciation corresponding figure stated at R30 108 065 in the financial statements was 
necessary. 

20. Depreciation was not calculated according to GRAP 17, and as a result depreciation and 
accumulated depreciation were overstated by R1 785 646. Additionally, there was a 
resultant impact on the surplus for the period and the accumulated surplus. 

Taxes 

21. The municipality did not claim all input VAT on qualifying expenses, resulting in the 
comparative amount of taxes and accumulated surplus being understated by 

R1 043 355. Additionally, I was unable to obtain sufficient appropriate evidence for taxes 
as the municipality did not have adequate systems in place to maintain records of taxes. 

I was unable to confirm the taxes by alternative means. Consequently, I was unable to 
determine whether any adjustments to taxes stated at R 20 355 350 in the financial 
statements were necessary. 

Commitments 

22. The municipality did not disclose all commitments in the financial statements for the 
current and the previous year in accordance with SA Standards of GRAP 17, which 
states that the financial statements shall also disclose the amount of contractual 
commitments for the acquisition of property, plant and equipment. As a register of 
contracts was not maintained, I was not able to determine the full extent of the 
understatement of commitments as it was impractical to do so. Additionally, I was unable 
to obtain sufficient appropriate audit evidence for commitments, due to the status of the 
accounting records and I was unable to confirm commitments by alternative means. 
Consequently, I was unable to determine whether any adjustments to commitments 
disclosed as R 6 037 117 (R15 126 616: 2014) in note 39 to the financial statements 
were necessary. 


DRAFT 2 


CHAPTER 6 


531 




Distribution losses 

23. Distribution losses for water and electricity was not disclosed, as required by section 
125(2d) (i) of the MFMA. I could not determine the amount of this loss as it was 
impracticable to do so. 

Aggregation of immaterial uncorrected misstatements 

24. The financial statements were materially misstated due to the cumulative effect of 
numerous individually immaterial uncorrected misstatements in the following items 
included in the statement of financial performance: 

• Revenue from non-exchange transactions relating to property rate and receivable 
from non-exchange was understated by R801 655. 

• Employee cost and employee benefit were understated by R615 431 

Disclaimer of opinion 

25. Because of the significance of the matters described in the basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit evidence 
to provide a basis for an audit opinion. Accordingly, I do not express an opinion on the 
financial statements. 

EMPHASIS OF MATTERS 

26. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

REST ATEMENT OF CORRESPONDING FIGURES 

27. As disclosed in note 33 to the financial statements, the corresponding figures for 30 
June 2014 have been restated as a result of an error discovered during 2015 in the 
financial statements of the Magareng Local Municipality at, and for the year ended, 30 
June 2014. 

MATERIAL LOSSES 

28. As disclosed in note 16 and 17 to the financial statements the municipality made a 
significant provision for impairment of receivables from exchange transactions and non- 
exchange transactions to the amount of R 90 948 607 and R 11 137 090 as a result of 
poor collection practices. 

FINANCIAL SUSTAINABILITY 


29. The financial statements indicates that the municipality incurred a net deficit of 

R33 762 020 during the year ended 30 June 2015. This along with the other matters as 
set forth in note 47, indicate the existence of a material uncertainty that may cast 
significant doubt on the municipality’s ability to operate as a going concern. 
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ADDITIONAL MATTERS 


30. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

UN AUDITED SUPPLEMENTARY SCHEDULES 


31. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 


UN AUDITED DISCLOSURE NOTES 


32. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 

particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

33. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof, I have a responsibility to report findings 
on the reported performance information against predetermined objectives for selected 
development priorities presented in the annual performance report, compliance with 
legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading, but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 
these matters. 

PREDETERMINED OBJECTIVES 


34. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected development priority 
presented in the annual performance report of the municipality for the year ended 
30 June 2015: 

• Development priority: Basic service delivery and infrastructure investment on pages x 
to x 

35. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

36. I evaluated the usefulness of the reported performance information to determine whether 
it was presented in accordance with the National Treasury's annual reporting principles 
and whether the reported performance was consistent with the planned development 
priorities. I further performed tests to determine whether indicators and targets were well 
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defined, verifiable, specific, measurable, time bound and relevant, as required by the 
National Treasury’s Framework for managing programme performance information 
(FMPPI). 

37. I assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and compiete. 

38. The material findings in respect of the selected development priority are as follows: 

Basic service delivery and infrastructure development 


Usefuiness of reported performance information 


39. Performance indicators should be well defined by having clear definitions so that data 
can be collected consistently and is easy to understand and use, as required by the 
FMPPI. A total of 100% of the indicators were not well defined. 

40. The processes and systems that produced the indicator should be verifiable, as required 
by the FMPPI. A total of 100% of the indicators were not verifiable. 

41. The reasons for this were failure by management to adhere to the requirements of the 
FMPPI and a lack of proper systems, processes and technical indicator descriptions. 

Reliability of reported performance information 

42. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of actual 
achievements against planned objectives, indicators and targets. We were unable to 
obtain the information and explanations we considered necessary to satisfy ourselves as 
to the reliability of the reported performance information. This was due to the fact that 
the auditee could not provide sufficient appropriate evidence in support of the reported 
performance information. The auditee’s records not permitting the application of 
alternative audit procedures. 

ADDITIONAL MATTER 


43. I draw attention to the following matter: 

Unaudited supplementary schedules 

44. The supplementary information set out on pages x to x does not form part of the annual 
performance report and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not report thereon. 

Achievement of planned targets 

45. Refer to the annual performance report on pages x to x and x to x for information on the 
achievement of the planned targets for the year. This information should be considered 
in the context of the material findings on the usefulness and reliability of the reported 
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performance information for the selected development priority reported in paragraph xx 
to xx of this report. 

COMPLIANCE WITH LEGISLATION 


46. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 

STRATEGIC PLANNING AND PERFORMANCE MAN AGEMENT 

47. The adopted integrated development plan (IDP) did not reflect and identify a financial 
plan as required by sections 26 and 41 of the Municipal Systems Act, as well as 
Municipal planning and performance management regulation 2(l)(c). 

48. The municipality did not give effect to its integrated development plan as required by 
section 36 of the Municipal Systems Act, section 21(2)(a) of the MFMA and Municipal 
planning and performance management regulation 6. 

49. The municipality did not establish a performance management system, as required by 
section 38(a) of the Municipal Systems Act. 

50. The performance management system and related controls were not in place as it did 
not describe and represent the processes of performance planning, monitoring, 
measurement, review, reporting, and improvement and how it is conducted, organised 
and managed, including determining the roles of the different role-players, as required 
by sections 38 of the Municipal Systems Act and regulation 7 of the Municipal planning 
and performance management regulations. 

51. The annual performance report for the year under review did not include a comparison of 
the performance with set targets and comparison with the previous financial year and 
measures taken to improve performance, as required by section 46 (l)(b) of the 
Municipal Systems Act. 

FINANCIAL STATEMENTS, PERFORM ANCE AND ANNUAL REPORTS 

52. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122 of the MFMA. Material 
misstatements of commitments and payables from exchange identified by the auditors in 
the submitted financial statements were subsequently corrected and the supporting 
records were provided subsequently, but the uncorrected material misstatements and 
supporting records that could not be provided resulted in the financial statements 
receiving a disclaimer audit opinion. 

53. The 2013/14 annual report was not tabled in the municipal council within seven months 
after the end of the financial year, as required by section 127(2) of the MFMA. 

54. The oversight report, containing comments on the annual report, was not adopted by 
council within two months from the date on which the 2013/14 annual report was tabled, 
as required by section 129(1) of the MFMA. 
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55. Measurable performance targets for the financial year were not set in the IDP, for each 
of the key performance indicators and with regard to each of the development priorities 
or objectives, as required by section 41(l)(b) of the Municipal Systems Act and the 
Municipal planning and performance management regulations 12(1) and 12(2)(e). 

AUDIT COMMITTEES 


56. The audit committee did not advise the council on matters relating to internal financial 
control and internal audits, risk management ,accounting policies, effective governance, 
performance management and performance evaluation as required by section 166(2)(a) 
of the MFMA . 

57. The audit committee did not advise the council on matters relating to compliance with 
legislation, as required by section 166(2)(a)(vii) of the MFMA. 

58. The audit committee did not review the municipality’s performance management system 
and make recommendations to the council, as required by Municipal planning and 
performance management regulation 14(4)(a)(ii). 

59. The audit committee did not review all the quarterly internal audit reports on 
performance measurement, as required by Municipal planning and performance 
management regulation 14(4)(a)(i). 

60. The audit committee did not submit, at least twice during the financial year, an audit 
report on the review of the performance management system to the council, as required 
by Municipal planning and performance management regulation 14(4)(a)(iii). 

61. The audit committee did not meet at least four times a year, as required by section 
166(4)(b) of the MFMA. 

INTERNAL AUDIT 


62. The internal audit unit did not function as required by section 165(2) of the MFMA, in 
that: 

• it did not prepare a risk-based audit plan and an internal audit programme for the 
financial year under review. 

• it did not advise the accounting officer and report to the audit committee on matters 
relating to accounting procedures and practices and risk and risk management. 


63. The internal audit unit did not advise the accounting officer and report to the audit 
committee on matters relating to compliance with the MFMA, the DoRA and other 
applicable legislation, as required by section 165(2)(b)(vii) of the MFMA. 

PROCUREMENT AND CONTRACT MAN AGEMENT 


64. Bid specifications were not always drafted by bid specification committees which were 
composed of one or more officials of the municipality as required by supply chain 
management (SCM) regulation 27(3). 
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65. Awards were made to bidders other than those recommended by the bid evaluation 
committee without ratification by the accounting officer, as required by SCM regulation 
29(5)(b). 

66. Awards were made to providers who are in the service of other state institutions, in 
contravention of MFMA 112(j) and SCM regulations 44. Similar awards were identified in 
the prior year and no effective steps were taken to prevent or combat the abuse of the 
SCM process in accordance with SCM regulation 38(1). 

67. Contracts and quotations were awarded to providers whose tax matters had not been 
declared by the South African Revenue Service to be in order, as required by SCM 
regulation 43. 

68. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by 
bid evaluation committees which were composed of officials from the departments 
requiring the goods or services and at least one SCM practitioner of the municipality as 
required by SCM regulation 28(2). 

69. Awards were made to providers who are in the service of other state institutions, in 
contravention of MFMA 112(j) and SCM regulations 44. 

70. Sufficient appropriate audit evidence could not be obtained that all contracts and were 
awarded in accordance with the legislative requirements and a procurement process 
which is fair, equitable, transparent and competitive. 

HUMAN RESOURCE M AN AGEMENT AND COMPENSATION 


71. Appointments were made in posts which were not provided for in the approved staff 
establishment of the municipality, in contravention of section 66(3) of Municipal Systems 
Act. 

72. Job descriptions were not established for all posts in which appointments were made in 
the current year, in contravention of section 66(1) (b) of Municipal Systems Act. 

73. An approved staff establishment was not in place, as required by section 66(l)(a) of the 
Municipal Systems Act. 

74. The competencies of the senior managers were not assessed in a timely manner in 
order to identify and address gaps in competency levels as required by Municipal 
Regulations on Minimum Competency Levels 13. 

75. The municipality did not submit a report on compliance with prescribed competency 
levels to the National Treasury and relevant provincial treasury as required by the 
Municipal Regulations on Minimum Competency Levels 14(2) (a). 

76. The annual report of the municipality did not reflect information on compliance with 
prescribed minimum competencies as required by the Municipal Regulations on 
Minimum Competency Levels 14(2)(b)/14(3). 

77. The municipality did not develop and adopt appropriate systems (policies) and 
procedures to monitor measure and evaluate performance of staff in contravention of 
section 67(d) of the Municipal Systems Act. 
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78. Senior managers did not sign performance agreements, as required by section 57(2)(a) 
of the Municipal Systems Act. 

EXPENDITURE MANAGEMENT 


79. Reasonable steps were not taken to prevent unauthorised expenditure, irregular 
expenditure and fruitless and wasteful expenditure, as required by section 62(1) of the 
MFMA. 

80. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2)(e) of the MFMA. 

CONDITION AL GRANTS RECEIVED 


81. Municipal Infrastructure Grant funds were retained without seeking the approval of the 
National Treasury, as required by sections 22(1) of the DoRA. 

REVENUE MAN AGEMENT 


82. A credit control and debt collection policy was not implemented, as required by section 
96(b) of the Municipal Systems Act and section 62(l)(f)(iii) of MFMA. 

83. An effective system of internal control for debtors and revenue was not in place, as 
required by section 64(2) (f) of the MFMA. 

84. Sufficient appropriate audit evidence could not be obtained that revenue due to the 
municipality was calculated on a monthly basis, as required by section 64(2) (b) of the 
MFMA. 

ASSET AND LIABILITY M ANAGEMENT 


85. An effective system of internal control for assets (including an asset register) was not in 
place, as required by section 63(2)(c) of the MFMA. 

CONSEQUENCE MANAGEMENT 

86. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 
municipality was not investigated to determine if any person is liable for the expenditure, 
as required by section 32(2)(a)(ii) of the MFMA. 

INTERNAL CONTROL 


87. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
iimited to the significant internal control deficiencies that resulted in the basis for 
disclaimer of opinion, the findings on the annual performance report and the findings on 
compliance with legislation included in this report. 

LEADERSHIP 
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88. The accounting officer did not exercise adequate oversight responsibility over financial 
and performance reporting and compliance with laws and regulations, as the 
municipality did not address the findings regarding the financial statements, performance 
information and compliance of the previous year. As a result, there were repeat findings 
in the current year. This may be also due to the action plan not monitored by the 
appropriate level of management. Additional to this there is no performance 
management system in place in the municipality, as a result poor performance is not 
identified. 

FINANCIAL AND PERFORM ANCE MANAGEMENT 


89. Weekly and monthly reconciliations were not always adequately prepared for financial 
items during the year including fixed assets and inventory. This was caused by the 
municipality not having an asset unit. This has resulted in the consultants having to 
construct the asset register at year end which has result in numerous errors being 
identified. 

90. The annual performance report contained numerous items that could not be traced to 
supporting listings and documentation. This was due to staff members within the 
reporting units not fully understanding the performance information requirements for 
audit purposes. 

GOVERNANCE 

91. The municipality did not adequately identify risks relating to the information technology 
environment and the achievement of financial and performance reporting objectives. 
Consequently, controls were not developed to prevent, detect and correct material 
misstatements in financiai reporting and reporting on predetermined objectives. 

92. Internal audit was not effective during the year under review. This negatively affected the 
audit committee’s execution of some of its duties and responsibilities. 


Kimberley 
30 November 2015 




AUDITOR GENERAL 

SOUTH AFRICA 


Auditing to build public confidence 
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6.3 MFMA SECTION 71 RESPONSIBILITIES 

The municipality is non-delegated and as such submits the monthly reports to National 
Treasury in terms of Municipal Finance Management Act 56 of 2003, Section 71. These 
reports are at the same time submitted to the Executive Mayor, the monthly budget 
statement. The Municipal Public Accounts Committee are also provided with the report in 
terms of the Guidelines for the Establishment of MPACs. 

The Section 71 reports are signed off by the Municipal Manager and are submitted by no 
later than the 15 ,h of each month to the relevant authorities as explained herein. 




Signed: 


JTF LEEUW 

MUNICIPAL MANAGER 


Dated: 




DRAFT 2 


CHAPTER 6 


540 




6.4 AUDIT & RISK COMMITTEE’S REPORT FOR THE YEAR ENDED 30 
JUNE 2015 

1 Overview 

The Audit Committee (AC) is a formal Committee of the Council and their functions are as 
per section 166 of the Municipal Finance Management Act (Act No 56 of 2003). 

We are pleased to present our report for the financial year ended 30 June 2015. 

2 Audit Committee Members and Attendance 

The Audit Committee consists of the members listed hereunder and meets as often as it 
deems necessary as per the approved terms of reference. 

During the period under review, there were four meetings held on the following dates: 

• 28 August 2014 

• 27 November 2014 

• February 2015 

• 25 May 2015 


Name of the Member 

Position 

Date Appointed 

Number of 
meetings 
attended 

Thiru Mudaly 

Chairperson 

June 2008 

4 out of 4 

Latief Kimmie 

AC member 

March 2014 

2 out of 4 

Thembeka Semane 

AC member 

March 2014 

4 out of 4 

Peace Ntuli 

AC member 

May 2011 

3 out of 4 

lzak Bredenkamp 

AC member 

June 2010 

2 out of 4 


3 Audit Committee Responsibility 

The Audit Committee has fulfilled its responsibilities as stipulated in the Municipal Finance 
Management Act in conjunction with the Treasury Regulations. The Committee has adopted 
an appropriate formal charter, which regulates its affairs. It has also discharged its 
responsibilities in compliance with the approved Audit Charter. 
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4 The effectiveness of internal control 

In line with the MFMA and the latest King III Report on Corporate Governance requirements, 
Internal Audit provides the Audit Committee and management with assurance that the 
internal controls are appropriate and effective. This is achieved by means of the risk 
management process, as well as the identification of corrective actions and suggested 
enhancements to the controls and processes. 

From the various reports of the Internal Auditors, the Audit Report on the Annual Financial 
Statements and the management report of the Auditor-General South Africa, it was noted 
that matters were reported that indicated significant deficiencies or deviations in the system 
of internal control. 

There were instances where matters reported by internal audit were not satisfactorily 
resolved. 

However the auditor general also report that the system of internal control over financial 
reporting for the period under review, does show a substantial improvement since the last 
reporting period. This notwithstanding, we do affirm that the internal control system requires 
further enhancement. 

Governance 

We acknowledge that the performance contract for the Accounting Officer and managers 
directly accountable to him were in place and an evaluation has been done quarterly with the 
exception of one executive director, however discussions with the Accounting officer 
confirmed that the matter is attended to. The governance of the Municipality has shown a 
marked improvement over time. The AC is of the opinion that there is still room for 
improvement in governance and compliance practices especially with the on-going 
monitoring of risk, and managing the achievement of predetermined objectives and the 
implementation of improvement plans. 

Risk management 

The Municipality continues to implement risk management and risk are reviewed on an 
annual basis. The top 20 risks facing the Municipality have been identified and a dedicated 
Risk Management Officer has been appointed to monitor the implementation thereof. 

The following challenges remain that will be addressed in the future: 

• Assistance should be obtained and care should be taken during the planning phases 
to ensure that there is alignment of strategy, budget, objectives and targets. 

• That the reliability of reported performance information is improved. Furthermore that 
the evidence that is to be submitted to substantiate the achievement of performance 
is available and truly validates the achievement of the set targets. 
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• That the review of the performance management system and determining alignment 
is done quarterly and that leadership collectively ensure that organizational objectives 
are achieved. 

• The implementation of performance management principles that will include 
corrective action for poor performance and reward exceptional performance 

• An accounting process that will deal with the challenges posed by the billing 
methodology and still ensure compliance with the relevant accounting standards 

5 Submission of in- year management and monthly/ quarterly reports in terms of 
the Municipal Finance Management Act and the Treasury Regulations. 

The Committee has been informed by management that the monthly/ quarterly in-year 
management reports were compiled and submitted timeously as required in terms of 
legislation, however we are of the opinion that the information reported to some extent lacked 
the detail description to enable the reader to understand and interpret correctly. 

6 Evaluation of Financial Statements 

We have: 

• Reviewed and discussed the audited annual financial statements to be included in the 
annual report, with the Auditor-General South Africa and the Accounting Officer 

• Reviewed the Auditor-General South Africa's management report and management’s 
response thereto 

• Reviewed changes in accounting policies and practices 

• Reviewed the municipalities compliance with legal and regulatory provisions 

• Reviewed significant adjustments resulting from the audit. 

We concur with and accept the Auditor-General of South Africa’s report on the annual 
financial statements, and are of the opinion that the audited annual financial statements 
should be accepted read together with the report of the Auditor-General South Africa. 

We are delighted to report that the Municipality achieved an unqualified audit in the current 
reporting period. This is a significant milestone and achievement in the life of the 
Municipality. The substantive challenge for the Municipality is to sustain and improve the 
financial processes and systems that yielded the unqualified audit opinion and to enhance 
them and thus ultimately achieve a clean audit. 

7 Internal audit 

We are satisfied that the internal audit function is operating efficiently and effectively and that 
it has addressed the risks pertinent to the Municipality in its audits. 
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8 Auditor-General South Africa 

We have met with the Auditor-General South Africa to ensure that there are no unresolved 
issues. 

9 Recommendations made by Audit Committee 

• That robust performance management be further embedded into the organisational 
culture. 

• That consequence management be implemented. 

• A committed and concerted effort by the leadership of Sol Plaatje to implement the 
recommendations of internal audit and the AGSA. 

• Sustain the processes, systems and skills, which yielded the unqualified audit opinion 
while also further developing them to ultimately achieve a clean audit opinion. 

10 Conclusion 

The Audit Committee is pleased to report that the overall financial performance and 
governance of the Municipality has improved significantly and this is reflected in the 
movement of the audit opinion from a disclaimer some years ago, to a qualification in 
previous years and to an unqualified audit in the current year. For this achievement the 
Committee congratulates the Honourable Executive Mayor, Accounting Officer and the 
Executive management team. 

This notwithstanding, it is recognised that much work still lies ahead, and the Committee will 
continue to monitor the various interventions aimed at ensuring that improved audits are 
achieved in the years ahead. 

11 Appreciation 

The Committee expresses its sincere appreciation to the Honourable Executive Mayor, 
Accounting Officer, Executive management team, Internal Audit and the Auditor General. 


T Mudaly 

Chairperson of the Audit Committee 
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6.5 MPAC OVERSIGHT REPORT 


MPAC Oversight Report to be inserted once it is received. (Due date 15 April 2016) 
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